
L E D B E P E R  WATER DISTRICT 
1483 U. S. 60 West 

P. 0. Box 123 
Ledbetter, Kentucky 42058 

Phone: 270-898-32.36 
Fax: 270-898-3496 

ledbetterwaterdi@bellsouth.net 

November 17 ,2008  

Stephanie L.., Stumbo 
Executive Director 
Kentucky Public Service Commission 
21 1 Sower Boulevard 
Frankfort, Kentucky 40601 

RE: Application for a sewer rate increase. 

c E sv E D 
DEC - 4 2008 

PUBLIC SERVICE 
cnhnhnissinN 

Dear Ms. Stumbo: 

L,edbetter Water District hereby applies for a rate increase for sewer service. Enclosed are an original and ten copies of 
this application and supporting documents. E.xcepted is the evidence of indebtedness and the CPA Audit for 2006. That 
collection of documents is voluminous, and one copy of each is enclosed. If you require additional copies from us, we 
will provide them upon request. 

All customers were notified by direct mailing of the notice that is included in the application. The notice was mailed on 
November 26.2008.  

Sincerely, 

3%m- 
Billy Downs 
District Manage1 

mailto:ledbetterwaterdi@bellsouth.net


COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 
DEL -- 4 2008 

IN THE MATTER OF: PUBLIC SERVICE 
r . n i v ihR lWnN 

THE APPLICATION OF THE LEDBETTER 
WATER DISTRICT FOR APPROVAL OF 
INCREASED RATES FOR SEWER SERVICE 

) 
) CASE NO. 2008-- 
1 

STATEMENT AND NOTICE 

Ledbetter Water District ("Ledbetter"), by counsel, pursuant to KRS 278.1 80, 

KRS 278.185 and KRS 278.190, and pursuant to 807 KAR 5076  (Alternative Rate 

Filing), hereby petitions the Commission for approval of a proposed increase in its 

sewer rates and charges. In support of its application, Ledbetter respectfully states as 

followsr 

1. Ledbetter is a non-profit water district that has been engaged in the 

collection and treatment of waste water. It currently provides sewer service to 

approximately 836 customers in Livingston County in Kentucky, with gross operating 

revenues, in 2006, of $282,098. Ledbetter is organized under KRS Chapter 74. 

Ledbetter received authorization to acquire the facilities of Ledbetter Sanitation District 

and to supply sewer service by PSC Order in Case Number 2004-00406. Ledbetter 

Sanitation District had been established pursuant to KRS Chapter 220. Ledbetter's 

principal office, place of business, and mailing address is 1483 US. 60 West, P.O. Box 

123, Ledbetter, Kentucky 42058. 

2. The proposed increase in the rates and charges is necessary for 

Ledbetter to meet its operating expenses, to maintain financial viability, and to continue 

to provide adequate service. 



3" As authorized by KRS 278.192 (I) ,  and for the purpose of justifying the 

reasonableness of the proposed general increase in rates, Ledbetter has utilized an 

historical test period consisting of the twelve (1 2) consecutive calendar months ending 

December 31,2006. 

4. Ledbetter's annual reports are on file with the Public Service Commission 

as required by 807 KAR 5:006, Section 3(1). 

5. Ledbetter hereby gives notice to the Public Service Commission of the 

adjustment of its rates to those rates set forth in Exhibit No. 1 in the filing requirements. 

The proposed rates will result in increased annual revenues of $76,631 which is an 

increase of 25 percent over normalized revenues from sewer service of $306,524. 

6. The proposed tariffs (Exhibit No. 1) are shown in comparative form on the 

same sheets, side by side, and those comparative sheets are identified as Exhibit No. 2 

in the filing requirements. 

7. Ledbetter has complied with 807 KAR 5:011, Section 8, (2) (b) and 807 

KAR 5:001, Section 10, (3) and (4), by publishing, in a newsletter going to all 

customers, a copy of the Notice identified as Exhibit No. 8 in the filing requirements, 

said publication having been mailed on November 26, 2008. 

8. A copy of this filing has been mailed to the Utility Intervention and Rate 

Division of the Attorney General's office of the Commonwealth of Kentucky. 

9. As required by 807 KAR 5:001, Section 10, (4), (f), Ledbetter will post a 

copy of its Customer Notice (Exhibit No. 8) at its place of business on November 26, 

2008, and it will remain posted until the Public Service Commission has determined 

Ledbetter's rates. 

-2- 



10. The list of the documents filed in support of Ledbetter's application for 

approval of the proposed adjustment of rates or the explanation for their absence is 

contained in the Filing Requirement Index. 

WHEREFORE, the Applicant, Ledbetter Water District requests that the Public 

Service Commission of Kentucky grant to the Applicant its proposal to increase its rates 

and charges as set forth in this Petition. 

Dated at Ledbetter, Kentucky this November 25, 2008. 

LEDBETTER WATER DISTRICT 

BY 
Chairma? 

LAW FIRM OR ATTORNEY 

Courthouse 
P.O. Box 97 
Smithland, Kentucky 42081 
(270) 928-2880 

-3- 



COMMONWEALTH OF KENTUCKY ) 
)SS 

COUNTY OF LIVINGSTON ) 

The undersigned, Phillip Dae, being duly sworn, deposes and states he is the 
Chairman of the Ledbetter Water District, Applicant, in the above proceedings; that he 
has read the foregoing Application and has noted the contents thereof; that the same is 
true of his own knowledge, except as to matters which are there in stated on information 
or belief, and as to those matters, he believes same to be true. 

IN TESTIMONY WHEREOF, witness the signature of the undersigned on this the 
25Ih day of November, 2008. 

Chairm’an 
Ledbetter Water District 

Subscribed and sworn to before me by Phillip Dae, Chairman of the Ledbetter 
Water District, on this the 2tjth day of November, 2008. 

My Cammission Expires December 16,2009. -- tary Public 
In and for said County and State 

-4- 



Exhibit Index 

Exhibit Title 

Proposed Tariff 

Comparison of Proposed & 
Current Tariff 

Pro Forma Financial 
Statements 

Pro Forma Adjustment Descriptions / 
Revenue Requirements Determination 

Billing Analysis 

Analysis of Depreciation 

Analysis of Average Bill Changes 

Customer Notification 

Number 

1 

2 

3 

4 

5 

6 

7 

8 



Ledbetter Sanitation District 

Proposed Tariff 



FOR .edDetter 8 Western Livinqslon County 
Community, Town or C ty 

P S C  KY NO 

SHEET NO. 

Ledbetter Sanitation District 

(Name of Utility) -SHEET NO 

CANCELLING P S C KY NO. 

RATES 

Monthlv Rates 
First 2,000 gallons 
Over 2,000 gallons 

$18.95 Minimum bill 
9.68 per 1,000 gallons 

Unmetered Customers $47.99 Monthly Rate 

DATE OF ISSUE 
Month / Date /Year 

DATE EFFECTIVE 

ISSUED BY 

Month / Date / Year 

(Signature of Officer) 

BY AUTHORITY OF ORDER OF THE PUBL,IC SERVICE 
COMMISSlON 

IN CASE NO DATED 



Ledbetter Sanitation District 

Strike-Through Tariff 



FOR Ledbetter 8 Weslern Livingston Countv 
Community, Town or City 

P S C  KY NO 

SHEET NO 

Ledbetter Sanitation District CANCELLiNG P S C KY NO. 

(Name of Uliiity) SHEET NO. 

RATES 

$1 8.95 Minimum bill 
Monthly Rates 
First 2,000 gallons 
Over 2,000 gallons 9.68 per 1,000 gallons 

Unmetered Customers $47.99 Monthly Rate 

DATE OF ISSUE 
Monlh / Dale / Year 

DATE EFFECTIVE 
Month / Date / Year 

ISSUED BY 
(Signature of Officer) 

TITLE 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE 
COMMISSION 
IN CASE NO DATED 



Ledbetter Sanitation District 

COST OF SERVICE STUDY 
25% Increase in Revenue Requirement 



Ledbetter Sanitation District Attachment A 

I Net Income I ( $ I l Z , Y l t j )  1 I I I 

Revenue Requirement Calculation: 

$316,598 -Adjusted Operating Expenses 
$ 154,136 - Debt Service Coverage 
$470,734 - Revenue Requirement 
($306,524)- Normalized Revenues 
($ 943)-Interest Income 
$163,267 -Justified Increase (53.26% Increase) 
$ 76,631 - Requested Increase (25% Increase) 

Explanatory Notes: 

A. Normalized Revenues as determined by Commission Staff's billing analysis 

B. Salaries and Wages Expense was adjusted to reflect proforma salaries allocated 60% to water 
operations and 40% to sewer operations, calculated as follows: 



Office 
Office Manager 
Office Clerk 
Total Office 

$17,283.40 
$14,653.06 

$54,932.46 $31.936.46 $63,872.92 $63,872.92 
I 

C. Commissioner Fees totaling $5;100 were allocated 40% to sewer operations, an adjustment of 

D. Miscellaneous Supplies and Expense - Pumping System was adjusted to remove a capital 
expenditure of $2,401 90, and its recovery has been allowed over a multi-year period in depreciation 
expense. 

E. Maintenance of Other Plant Facilities was adjusted to remove three capital expenditures totaling 
$2,323, and a capital expenditure of $1 1,453.79 for the removal and replacement of three pumps., 
Recovery of these items has been allowed over a multi-year period in depreciation expense 

F. Meter Reading Expenses was adjusted to remove contract labor charges of $5,419, as the District 
now reads meters with in-house employees 

G. Office Supplies and Other Expenses were adjusted to remove a capital expenditure of $5,081, and 
its recovery has been allowed over a multi-year period in depreciation expense. 

H. Outside Services Expense has been adjusted to remove a nonrecurring charge of $2,671, and its 
recovery has been allowed over a multi-year period in depreciation expense. 

I. Employee Pensions and Benefits Expense were adjusted to reflect a proforma expense level of 
$76,331.64 at September 2008, which when allocated 40% to sewer operations equals $30,533., 

J. Depreciation Expense was adjusted by $1,759 for several items as follows: 

$2,040., 

Total $205,927.76 $100,229.34 $200,458.68 $212,174.52 
Water at 60% $127,305 

Sewer at 40% $84,869 
~ ~ ~ _ _ _ _ _ _ _  



I I I I I 
Staff Adjustments 
Environmental S&S-iron 1 11/9/06 I 40.0 1 $2,401.90 1 I $60.05 

KIA loan 
2009 

201 1 
201 0 

K. Taxes Other Than Income Expense was adjusted to reflect FiCA tax at 7 65% on pro forma 
employees' and commissioners' sewer salaries and wages of $86,909 

L. Interest Expense was adjusted to reflect pro forma interest expense of $33,502 

$120,432.69 

$1 19,967.47 
$120,200.08 $120,200.08 

Calculation of Debt Service Coverage on KIA loan of $2,326,078 (0% interest) and KACo loan of $ 1  
million (no principal due till 2013): 

KACo loan 
2009 
2010 
201 1 

Total payment I 3-yr. avg. I r -___ I 

$33,502.04 
$33,502.04 
$34,803.19 
$101,807 $33,935.66 

Total avg. payments $154,136 





xxxgg x d 9 9 9 9 9 9 9  
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Total 

Allocation Percentages 

Source: PSC Annual Report 2006 

$4,124,665 $3,988,482 $136,183 

100% 96.7% 3.3% 



Allocation of Operation 8 Maintenance Expense 

Total Commodity Demand Customer 
Salaries - Employees RRA 8fi4 w a  17n ~75,549 
Employee Penisons 8 Benefits 30,533 21,373 9,160 
Purchase Power 23.898 23,898 

Misc EXP -Treat 8 Disposal C E 4 7  c F j a  

___ 

Chemicals 9,454 9,454 - 

I Y,U I Y I I Y,“ I Y , 
5,931 I 5,931 1 

Maintenance - Trt 8 Disposal 5,920 I 5,920 I 
Maintenance - Other Plant Facilities 877 I I 877 I 
Office Supplies 
Transportation Expense 5,308 1 I 5,308 I 
Commissioner Fees $2,040 2,040 

-7d.40 I I I 7 A A Q  Contract Services-Outside Services 

Mise Expense I 
lnr,,(_-..F.,. E”..,...”,. 
. 

Maintenance - Trt 8 Disposal 
Maintenance - Other Plant Facilities 
Office Supplies 
Transportation Expense 
Commissioner Fees 
Contract Services-Outside Services 

5,920 5,920 
827 827 

3,727 3.727 
5,308 5.308 
$2,040 2,040 
7,448 7.448 

Source: Field Review ZOO8 

Insurance Expense 
Misc Expense 

7,281 7,28 1 
262 262 

Taxes other than Income 
Maintenance - General Plant 
Total 
Less Commodity 

Allocation Percentages 

6,649 6,649 
5,068 5,068 

$204,728 $33,352 $109,260 $62,116 
($33,352) 
$1 7 1,376 

100% 64% 36% 



Allocation of Cost of Service 
i I I I 

Operation & Maintenance $204,728 I $33,352 1 $109,260 I $62,116 

Debt Service' 
Depreciation* 
General Water Service Cost 
Less. 

Interest Income 
Revenue Required from Rates 

Other Operating Revenue 

'Debt Service has been allocated on the percentage from the Plant Allocation Sheet. 

'Depreciation has been adjusted to reflect a 25% increase in rates as requested by the 
Commissioners of Ledbetter Water & Sanitation District. Further Depreciation has been allocated 
on a the percentage from the Plant Allocation Sheet 

154,136 149,050 5,086 
28,177 27,247 930 

387,041 $33,352 285,557 68,132 

(2,000) (2,000) 
(943) (9431 

$384,098 $33,352 $285,557 $65,189 



Ledbetter Sanitation District 

Billing Analysis 

Current Rates 

Billing Analysis for: 
Test Period From: 

Ledbetter Sanitation District 
January through December 2006 

FIRST OVER 
USAGE BILLS GALLONS 2,000 2,000 

FIRST 2,000 2532 3,003,740 3,003,740 

OVER 2,000 7143 34,085,i 16 14,286,000 19,799,i 16 
9675 37.088.856 17,289,740 19.799,i 16 

REVENUE BY RATE INCREMENT 

FIRST 
BILLS GALLONS RATE REVENUE 

2,000 9675 17,289,740 $15.16 $146.673 
OVER 2,000 19,799,116 7 74 $153.245 

NQN METERED CUSTOMERS 120 0 38.38 $4,606 
TOTAL 9795 37,088,856 $304,524 



Ledbetter Sanitation District 

Billing Analysis 

Proposed Rates 
25% Across the Board Increase of the current rates 

Billing Analysis for: 
Test Period From: 

Ledbetter Sanitation District 
January through December 2006 

FIRST OVER 
USAGE BILLS GALLONS 2,000 2,000 

FIRST 2,000 2532 3,003,740 3,003,740 

OVER 2,000 7143 34.085.1 16 14,286.000 19,799,116 
9675 37,088.856 17,289,740 19,799,116 

REVENUE BY RATE INCREMENT 

BILLS GALLONS RATE REVENUE 
FLRST 2,000 9675 17,289,740 $18 95 $1 83,341 

OVER 2,000 19,799,116 9.68 $191,655 

TOTAL 9795 37,088,856 $380,755 
NON METERED CUSTOMERS 120 0 47.99 $5,759 



Comparison of Rates 

I Costofservice I 

First 2,000 Gallons 
Over 2,000 Gallons 

Comparison of Rates 
I I 

Service Rates 
15.16 18.99 
7.74 9.68 

Block Usage 1 CurrentRates I Cost of 

Current Rates 

$38.38 

Proposed Rates Amount Increase % Increase 

$47.99 $9.61 25.0 



Ledbetter Sanitation District 

Public Notice 



NOTICE 
Ledbetter Sanitation District has filed an application with the Public Service Commission 
to increase its rates for sewer service. The proposed effective date of the change is 
January 1,2009. 

Monthlv Rates Current Proposed % Increase 
First 2,000 gallons $15.16 $18.95 Minimum bill 25.0% 
Over 2,000 gallons 7.74 9.68 per 1,000 gallons 25.1 % 

Unmetered Customers $38.38 $47.99 Monthly Rate 25.0% 

The monthly bill for a customer using an average of 5,000 gallons per month will 
increase $9.61 from $38.38 to $47.99 or 25.0%. 

The rates contained in this notice are the rates proposed by Ledbetter Sanitation 
District. However, the Public Service Commission may order rates to be charged that 
differ from these proposed rates. Such action may result in rates for customers other 
than the rates included in this notice. 

Any corporation, association, body politic or person my request leave to intervene by 
motion within 30 days after notice of the proposed rate changes is given. The motion 
shall be submitted to the Public Service Commission, 211 Sower Boulevard, Frankfort, 
Kentucky 40602, and shall set forth the grounds for the request including the status and 
interest of the party. Intervenors may obtain copies of the application and testimony by 
contacting Ledbetter Sanitation District at 1483 US HWY 60 West, Ledbetter, KY 42058 
or the Public Service Commission, 21 1 Sower Boulevard, Frankfort, Kentucky 40602, 
(502) 564-3940. A copy of the application and testimony shall be available for public 
inspection at the utility’s offices. 
Ledbetter Sanitation District 



NEWSLETTER 

Public Notice of Rate Increase 
Copy mailed to every customer on 11/26/2008 



LEDBETTER WATER DISTRICT 

SEWER SERVICE 

EVIDENCE OF INDEBTEDNESS 



LEDBETTER SANITATION DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 

For the Year Ended December 31,2006 

Subsequent to year end the note restructuring was completed and new repayment schedules 
were negotiated. The ultimate result of the restructure is a note to KIA and a capital lease to 
the KACo with details as follows: 

Kentucky Association Kentucky Inkastruelure 
of Counties (KACok- Authority (KIA) 

Principal amount borrowed $ 1,000,000 $ 2,326,078 

Interest rate 5 032% Zero 

T e n  364 months 240 months 

Paid Monthly Semi Annually 

Principal payments begin 2/20/20 13 6/1/2007 

NOTE D -NOTES PAYABLE, (Continued) 

The new capital lease to KACo capitalizes a portion of the interest calculation for the first 59 
payments, reducing the monthly payments required to be paid by the district for those months. 

The following is a schedule of future minimum lease and principal requirements for the 
capital lease and note shown above. 

Year 
Ended 
2007 
2008 
2009 
2010 
201 1 
2012 

Thereafter 

lac0 KIA Total 
Lease Note Requirements 

$ 6,362 $ 116,304 $ 2 22,666 
23,000 116,304 139,304 
33,502 116,304 149,806 
33,502 116,304 149,806 
34,803 116,304 151,107 
35,000 116,304 15 1,304 

2,082,675 1,628,254 3.1 10,929 

$ 2,248,844 $ 2,326,078 $ 4,574,922 

The note and the lease are secured and by an exclusive pledge of a fixed portion of gross 
revenues of h e  District’s system as now or hereafter constituted, and additionally secured by 
a statutory lien on the District’s system. 



Ledbetter Sanitation District 

Debt Payment Structure 
KIA and Kentucky Association of Counties 





5,WOdD 
5,050.Y) 

ta.oo0.w 4,597,no 
4.W.88 
41788.86 
4,844.88 
msgd 
4,84488 
4,966.W 
6.798.84 
O.VM.08 
6.798 86 
4.810.58 
4.8MIIO 

? m O  w 4,501.16 
4,838.87 
4,681121 



34436.888 
4,W.bl  
4CW.43 
4.808117 
4,468.43 86.2dT&? 
4 ,6897 
4,6c%.07 
4,488.43 
4,805.07 
4.488.43 

4.6ob.W 
36.19f.13 
4,479.08 
4,34928 
4.41BR9 

4,WB,08 
4A79.W 
4,905.28 
4pl'a.m 
4.915.16 
4,479.08 
i m m  

54.m.m 

w,BpB.o? 

L . W ~  m m m  

4,952,111 









EXHIBIT B 

REQUEST FOR PAYMENT WITH RESPECT TO 
ASSISTANCE AGREEMENT DATED SEPTEMBER 1,2006 

LOAN NO. A06-Oi 

Request No. ,& 

Copy sent to: 

Original sent to: Kentucky Mastructure Authority 
1024 Capital Center Drive 
Suite 340 
Frankfort, Kentucky 40601 

Ms. Kelli Rice 
Resource Planning and Prognm Support Branch 
Division ofwater 
Environmental and Public Protection Cabinet 
14 Reilly Road 
Frddort, Keptucky 40601 

FROM: 

Gentlemen: 

Ledbetter Water and Sewer District (the "Governmental Agency") 

The above identified Governmental Agency has entered into an Assistance Agreement 
with the Kentucky Mashuchue Authority (the "Authority") for the acquisition and construction 
of facilities described in the Assistance Agreement as the "Project-'' 

Pursuant to the Assistance Agreement we hereby certify that we have incurred the 
following expenses in connection with the Project and that the Authority's funding share ofthese 
expenses is in the amount so denoted in this request totaling $ 2 , 3  2 6 . 0 7 8  - 0  0 

Documentation supporting the expenses incurred and identified per this request are 
attached. 

ELIGIBLE PROJECT EXPENSES INCURRED 

Contrator Expenses this Request Exuenses to Date 

KACOLT 2,326,070.00  2,326,078.00 

2,326,070.00 2 ,326,078.00  Total 

B-l 



ALLOCATION OF FUNDIiVG FOR EXPENSES 

Portion of Portion of Expenses 
Fundinz Source Ex~enses this Request Total to Date 

K I A  Fund A Loan 2,326 -078 $2,326,078. 

KACoLT Man 1,000,000 $1,000,000. 

Total 3,326,078 $3,326,078. 

The Governmental Agency certifies i t  has also paid Project scpenses or has submitted 
requisitionS to the apgdicable fimding sources. for Project acpenses, which have not been 
identified in any previous Request or Paymenf, as follows: 

Amount of Payment Date of Payment 
Fundinp Source or Reoldstion pr Reuuistition 

Total 

Respecthlly submitted, 

LEDBE'ITER WATER AND SEWER DISTRICT 
Governmental Agency 

By: G2RB-s+ L 
Title Chairman - 

l3-2 



(270) 928-2105 
(270) 928-2106 

Chris Lasher 
Livingsron Couniy Judge Executive 

355 Court Street * PO. Box 70 Fax: (270) 928-3262 
Srnithland, KY 42081 Ernail: livingston judge @ direcway corn 

Go. Web Site: livingstoncoky com 

June 24.2005 

KACO Leasing Trust 
Attn: Grarit Satteriy 
380 King’s Daughters Drive 
Frankfort. KY 40601 

Snbject: Ledbetter Sanitation Lease Agreement 

Dear Mr Sarrerlv. 

I trust you will tind the L.ease Agreement in good order. We are looking forward to 
closing and getting the Lease Agreement in place. I F  you have any questions please 
contact my office. 

Chris Lasher 
Livingston County .Judye/Executive 



BILLY N. RILEY 
LIVINGSTON COllNTY ATTORNEY 

COURTHOUSE 
PO. BOX 97 

SMITHLAND, KY 42081 
270-928-2880 
1-800-599-2880 

FAX ~70-928.461~ 

ROBERT A. FAY 
ASSISTANT COUNTY ATTORNEY 

June 23,2005 

J P Morgan Trust Company, National Association 
614 West Main Street, Suite 2600 
Louisville, KY 40202 

Kentucky Association of Counties Leasing Trust 
190 King’s Daughters Drive 
Frankfort. KY 40604 

RE: LEASE AGREEMENT BETWEEN KENTUCKY ASSOCIATION OF 
COUNTIES LEASING TRUST, AS LESSOR, AND COUNTY OF LIVINGSTON, 
KENTUCKY, AS LESSEE 

Ladies and Gentlemen, 

We have acted as counsel to the lessee identified above (the “Lessee”) in connection with 
the authorization, execution, and delivery by the Lessee of the Lease Agreement identified 
above, (the “Lease”), between the Lessee and Kentucky Association of Counties Leasing 
Trust (the “Lessor”) We have reviewed (i) the Constitution and laws of the 
Commonwealth of Kentucky (the “Commonwealth”), (ii) certain proceedings taken by the 
Governing Body of the Lessee, (iii) an executed copy of the Lease and any Collateral 
Documents, as defined in the Lease, and (iv) such other information and documents as we 
have deemed necessary or appropriate in order to render this opinion 

Based on the foregoing, we are of the opinion that 

1 The Lessee is a body politic and corporate, validly organized and existing in good 
standing under the laws of the Commonwealth and has full power and authority to 
enter into and to perform its obligations under the Lease 

2 The Lease and any Collateral Documents have been duly authorized, executed and 
delivered by the Lessee and (assuming the due authorization, execution and 
delivery thereof by the other parties thereto) constitute legal, valid and binding 
obligations of the Lessee, enforceable against the Lessee in accordance with their 
terms (icluding, without limitation, the right of the Lessee to terminate the Lease 
at the end of each fiscal year of the Lessee by reason of an Event of 
Nonappropriation, as defined in the Lease), except as the enforceability thereof 
may be limited by bankruptcy, insolvency, reorganization, moratorium, or other 



similar laws affecting the enforcement of creditors’ rights generally and by general 
principles of equity 

3 All consents, approvals or authorizations of any governmental entity and all ftlings 
and notices required on the part of the Lessee in connection with the authorization, 
execution and delivery of the Lease and the consummation of the transactions 
contemplated thereby have obtained and are in full force and effect 

4 Neither the execution and delivery of the Lease nor the consummation of the 
transaction contemplated thereby, nor the fulfillment of or compliance with the 
terms and conditions of the Lease conflict with or constitute a violation of any 
provision of any law or regulation applicable to the Lessee or, to the best of our 

the terms, conditions or provisions of any restriction or any agreement or 
instrument to which the Lessee is now a party or by which the Lessee is bound 

To the best of our knowledge, after reasonable investigation, there is no action, 
suit, proceeding or governmental investigation at law or in equity before or by any 
court, public board or body, pending of which the Lessee has been served with a 
summons, summons and complaint or other notice of commencement, or 
threatened against or affecting the Lessee, challenging the validity of the Lease or 
contesting the power and authority of the Lessee to execute and deliver the Lease 
or to consummate the transaction contesting the power and authority of the Lessee 
to execute and deliver the Lease or to consummate the transactions contemplated 
by the Lease 

I .  

5 

Respecthily submitted, 

Livingston County Attorney 



EXHIBIT E 

CERTIFICATE O F  OFFICULS O F  LESSEE 

Re: Lease Agreement between Kentucky Association of Counties L.easing Trust, as lessor, and the County of  
Livingston, Kentucky, as lessee dated 

The undersigned officials of the lessee identified above (the "L,essee") under the L.ease .4greement 
identified above (the "Lease") between the L,essee and the Kentucky Association of Counties Leasing Trust (the 
"L.essor"), DO HEREBY CERTIFY AS FOL.L.OWS: 

-, 1005 

1 That they are the duly elected or appointed, qualified and acting incumbents of their respective 
offices of the Lessee, as set forth after their signatures hereto, and as such are familiar with the book;, records and 

c - affairs of the Lessee. - 
under and by v i m e  ofthe laws of the Commonwealth of Kentucky with all requisite power and authority to lease 
property as lessee and to carry on its business as now being conducted. 

$1 .f 

2 That the L.essee is a body politic and corporate, validly organized, existing and in good standing 
- r i  

2 %  c 
~ . .  , - . .. . .  .. - .. Andl III~UUCU Ln ...,I: LLuu~rlljli 01 n r u S l l  llh Ltllliiiri*L; 1 J i i l l ~ .  ,i ' . L  is li !ilk, Guirec. ma iumplere 

04 (the 
5 '2 U. copy of the resolution duly adopted by the Governing Body of the L.essee on Tone \I 

"Official Action"), authorizing the appropriate officials of the L.essee to execute the Lease The Okficial Action was , 

duly adopted in accordance with all applicable laws. 

, 20 

4. The representations and warranties of the L.essee made in the Lease are hue and correct in all 
material respects on and as of the date hereof as if made on and as of the date hereof; the Official Action has not 
been amended or supplemented and is in full force and effect; and the L.ease has been entered into and is in full force 
and effect 

5 That the below-named persons were on the date or dates of the execution of the Lease and are on 
the date of this certificate the duly elected or appointed and qualified incumbents of the respective offices of the 
Lessee set forth opposite their names, are appointed Lessee Representatives under the Lease and the signatures set 
forth opposite their names are their genuine signatures: 

Name - Title 

Chnstouher Lasher Countv JudeeiExecunve 

Tana Doom Fiscal Court Clerk 

6 The L.ease and any Collateral Documents, as defined in the L.ease, have been duly authorized, 
executed and delivered by the Lessee and constitute legal, valid and binding obligations of the Lessee, enforceable 
against the L.essee in accordance with their terms (including, without limitation, the right of the Lessee to terminate 
the Lease at the end of each fiscal year of the L,essee by reason of an Event of Nonappropriation, as defined in the 
L.ease) 

7. The Lessee is not in default under or in violation of (i) any provisions of applicable law, (ii) the 
L.ease, or (iii) any indenture, mortgage, lien, agreement, contract, deed, lease, loan agreement, note, order, judgment, 
decree or other insmunent or reshiction of any kind or character to which it is a party or by which it or its properties 
are or may be bound, or to which it or any of its assets is subject, which default would have a material adverse effect 
on the condition, financial or otherwise, of the Lessee or on the ability of the Lessee to perform its obligations under 
the Lease Neither the execution and delivery of the Lease nor compliance by the Lessee with the terms, conditions 
and provisions o f  the Lease will conflict with or result in a breach of, 01 constitute a default under, any of &e 
foregoing. 

21 



8. Since the date of the financial information provided to the Lessor, there have not been any 
material adverse changes in the business, propemes, condition (fmancial or otherwise) or results of operations of the 
L,essee, whether or not arising from transactions in the ordinary course of business, and since such date. except in 
the ordinary course of business, the Lessee has not entered into any transaction or incurred any liability material to 
the financial position of the L.essee. 

9 There is no claim action, suit, proceeding, inquiry or investigation, at law or in equity, before or 
by any court, governmental agency, or public board or body, pending or, to &e best of our knowledge, threatened 
against or affecting the Lessee wherein an unfavorable decision, ruling or finding would materially adversely affect 
the business, properties, condition (fmancial or otherwise) or the results of operations of the L.essee or the ability of 
the L.essee to perform its obligations under the L.ease and any Collateral Documents. 

10. All authorizations, consents and approvals of, notices to, registrations or filings with, or other 
actions in respect of or by, any governmental body, agency or other insuumentality or court required in connection 
with the execution, delivery and performance by the Lessee of the L e w  and any Collateral Documents have been 
duly obtained, given or taken (and copies thereof have been provided to the L.essor) 

11. Any cemficate signed by any official of the L.essee and delivered to the L.cn;sor will be deemed IO 
L -?TPI-, + n * m  hV the Lesye I< rhp 1 o c r q  -I: :, r h ~  ~ ~ - f r r : , q i t r  i 4,. . I I P T P : ~  

WITNESS our hands this day of x n  P . ,2005 

COIJNTY OF LIVINGSTON, KENTUCKY, as Lessee 

Attest: /-. 

~00-m M-ij 
By: ana Doom Fiscal Court Clerk 
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EXHIBIT F 

CONSTRUCTION COVENANTS; REQUEST FOR DISBURSEMENT 

CONSTRUCTION COVENANTS 

The following shall apply to this L.ease, to the extent the Costs ofthe Project include construction: 

Section 1 Contractor's Performance and Pavment Bonds E,ach contractor entering into a contract relating 
to the construction of any part of the Prqject will be required to furnish a performance bond and a separate labor and 
material payment bond in form and content acceptable to the Lessor and the Credit Facility Provider, copies of 
which must be provided to the L.essor and the Credit Facility Provider. Such bonds must be made payable to the 
L.essor, the Credit Facility Provider and the Trustee, as their interests may appear, and must be executed by a 
corporate surety licensed to transact business in the State, and must be in an amount equal to the contract price for 
such contractor's contract; provided that in lieu of such bonds, such a contractor may provide bank letters o f  credit or 
cash deposits acceptable to the Lessor and the Credit Facility Provider. If, at any time during the construction of the 
Project, the surety on such bond is disqualified from doing business within the State, an alternative surety acceptable 
to the Lessor and the Credit Facility Provider must be selected. In the event of any change order resulting in the 

an.;&ir equdi to iiie CUSI 01 sucii actuiiloiiai l ~ o r h  UI ~ I U L * ~ ~ ~ > L  or ~ixiurrs tu be iiico~porareu in UII. iojc, .. 
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Section 2. Contractor's General Public Liability and Propem Damaee Insurance. Each contractor and 
subcontractor entering into a construction contract relating to any part of the Project will be required by the Lessor 
to procure and maintain standard form (a) comprehensive general public liability and property damage insurance, a t  
his or her own cost and expense, dining the duration of such contractor's construction contract, in the amount of a t  
least $1,000,000, and (b) comprehensive automobile liability insurance on owned, hired and non-owned vehicles for 
limits not less than $1,000,000. Such policies will include the Lessor, the Lessee, the Trustee and the Credit Facility 
Provider as additional named insureds, and will include a provision prohibiting cancellation, modification or 
termination without 30 days' prior notice by certified mail to the Lessee, the Lessor, the Trustee and the Credit 
Facility Provider. A certificate of insurance in a form acceptable to the Lessee, the Lessor, the Trustee and the 
Credit Facility Provider will be provided to the Lessee, the L.essor. the Trustee and the Credit Facility Provider with 
respect to each contractor and subcontractor Such insurance will provide protection from all claims for bodily 
injury, including death, property damage and contractual liability, products/cornpleted operations, broad form 
property damage and XCU (explosive, collapse and underground damage), where applicable 

Section 3. Contractor's Builder's Risk Completed Value Insurance. The Lessee will purchase and maintain 
property insurance (builder's risk) upon all construction, acquisition, installation and equipping of the Project 
(excluding.contractor's tools and equipment) at the site thereof at the full and insurable value thereof. This 
insurance will include the interest of the Lessor, the Trustee and the Credit Facility Provider and the contractor as 
additional insureds and will insure against "all risk" subject to standard policy conditions and exclusions. The 
contractor will purchase and maintain similar p~operty insurance for portions of the work stored off the site or in 
transit when such portions of the work are to be included in an application for payment. The contractor will be 
rdsponsible for the payment of any deductible amounts associated with this insurance. 

Section 4.  Contractor's Worker's Comvensation Insurance. Each contractor entering into a construction 
contract relating to any part of the Project will be required to procure and maintain, at his or her own cost and 
expense, worker's compensation insurance dwing the term of his or her construction contract, covering his or her 
employees working thereunder. Such insurance, if issued by a private camer, will contain a provision that such 
coverage will not be canceled without 30 days' prior written notice to the Lessee, the L.essor, the Trustee and the 
Credit Facility Provider. A certificate evidencing such coverage will be provided to the Lessee, the Lessor, the 
Trustee and the Credit Facility Provider or, if such insurance is provided by a private canier, a completed certificate 
of insurance, in form acceptable to the L.essee, the Lessor, the Trustee and the Credit Facility Provider will be 
provided to the L.essee, the Lessor, the Trustee and the Credit Facility Provider with respect to each contractor 
entering into a construction contract, Each consmcrion contract will also provide that each subcontractor of any 
contractor who is a party to such construction contract will be required to furnish similar worker's compensation 
insurance. 
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Section 5. Eilinz With the Lessor., The L.essee will cause copies of all performance bonds and insurance 
contracts or approved certificates thereof, as required under Sections 1, 2,3  and 4 of this E.xhibit, to be delivered to 
the L.essor, the Trustee and the Credit Facility Provider in a timely manner and in such form as to certify compliance 
with the provisions of the said Sections. 

Section 6 Aoolication of Net Proceeds. In the event of any material default by a ConWactor under any 
construction contract, or in the event of a material breach of w m t y  with respect to any materials, workmanship or 
performance, the Lessee will promptly proceed, either separately or in conjunction with others, to pursue diligently 
its remedies against such contracxor and/or against each surety of any bond securing the performance of the 
construction contract. The Net Proceeds of any amounts recovered by way of damages, refunds, adjusments or 
otherwise in connection with the foregoing, remaining after reimbursement to the L.essor of any amounts theretofore 
paid by the Lessor and not previously reimbursed to the Lessor for correcting or remedying the default or breach of 
warranty which gave r ise to the proceedings against the contractor or surety, will be paid to the Trustee for deposit 
into the Lessee's L.essee Acquisition Account if received before the Completion Date, or if received thereafter, will 
be deposited as otherwise provided in Section 13 of the L.ease or otherwise applied as provided in Section 14 of the 
L.ease. The Net Proceeds of any performance or payment bond or insurance policy required by this Section will 
likewise be paid into the Lessee's L.essee Acquisition Account if received before the Completion Date, or, if 
received thereafter, will either be deposited as provided in Section 13 of the Lease or otherwise applied as provided 
;D c.pcti., " 1 1 "f I '  r 1 ,,??e 

As used in this Section, "Completion Date" means the date on which completion of the construction, 
acquisition, installation and equipping of the Project occurs, as evidenced by the certificate provided for in Section 
12 of the Lease. 
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FORM OF REOUEST FOR DISBURSEMENT 

REQUEST FOR DISBURSEMENT 

R,e: L.ease Agreement between Kentucky Association of Counties L.easing Trust. as lessor, and Counry of 
L.ivingston, Kentucky, as lessee dared , 2005 

Requisition Certificate No. 

The Lessee hereby requests a disbursement from its Lessee Acquisition Account in the amount of 
$ and hereby certifies, as follows (except that with respect to a disbursement to pay an 
interest component of Lease R.ental Payments during construction of a Project, only the document described in (a) 
below will be required): 

(a) Attached is a statement of the amount and nahue of each item of the Costs of the Project to be 
paid and the name and address of the payee, with the payee's statement and, if Ieimbursement to the Lessee of 
amounts previously paid is requested, evidence of such payment; 
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L.essee's L.essee Acquisition Account; 

(c) each contractor, subcontractor and materialman has filed with the Lessee receipts or waivers of 
liens for all amounts previously certified for payment, or any amount previously certified for reimbursement 
to the Lessee, or there is on file with the Lessee a cancelled check endorsed by the contractor, subcontractor or 
materialman evidencing such payment; 

(d) all of the wananties and representations of the Lessee contained in the Lease are me and correct 
as of the date of such disbursement, as though such warranties and representations were made on such date. no 
Event of Default or Event of Nonappropriation has occurred under the Lease, the right of the Lessee to connol 
the acquisition, construction and installation of the Project has not otherwise been terminated pursuant to the 
Lease, and that amounts on deposit in the Lessee's Lessee Acquisition Account will be sufficient to complete 
the Project in accordance with the approved plans and specifications; 

(e) if this request is for a disbursement for construction, an architect or engineer's certificare to the 
effect is attached stating that the work for which payment is being disbursed has been performed satisfactorily 
and that moneys remaining in Lessee's Lessee Acquisition Account will be sufficient to complete [he 
acquisition, construction and installation of the Project in accordance with the approved plans and 
specifications 

Executed this day of ,2005. 

COUNTY OF LIVINGSTON, ICENTUCKY, as Lessee 

B 
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EXHIBIT G 

F O F W  OF NO-ARBITRAGE CERTIFICATE 

CERTIFICATE UNDER S E C U O N S  103(b)(?) and 148 
OF TKE INTERNAL REVENUE CODE OF 1986, AS .&MENDED 

LESSEE: County of L-ivingston, K,entucky 

LEASE AMOUNT: 3,300,000 

The Lessee hereby certifies with respect to the Lease from the Kentucky Association of Counties Leasing 
Trust ("COLT"), made with proceeds of the 5200,000,000 Money Market Municipal Multi-County Lease Revenue 
Bonds (Kentucky Association of Counties Leasing Trust Pro5am) Series 1989 (the "Bonds") issued by the County 
of Pendleton, Kentucky (the "Issuer"), which is entered into for the purpose of acquiring and financing certain 
improvements (the "Project") and made as of the date hereof (the "Closing Date"), which is the date of delivery of, 
and payment for, tbe Lease, that the following facts, estimates and circumstances regarding the amount and use of 
n!! of the Proceeds. as defined in Treas Reg. 5 1 148-lfh) issued under the Ivtprn-1 l?.-venllq Cnde if 1V6, as 

, ,.; - <.l .i ,. 2- .<,.':I: t ,  >i  ..i '. i . d,L A;). 

information and belief, reasonably expected to exist or to occur: 

A. -, The Proceeds of the L.ease consist, and will consist, of the Sale Proceeds and Investment 
Proceeds, each as defmed in Treas. Reg 5 1,148-1(h), issued under the Code, and equal the L.ense Amount. 

8 .  Pumose of Issue. The Proceeds of the Lease, together with certain other funds, will be used to finance 
the Project, which constitutes a valid governmental purpose (the "Governmental Purpose"). 

The total amount of Proceeds received by the Lessee will not exceed the amount necessary to finance the 
Governmental Purpose. The Lease is being entered into at this time in such amount because the Lessee is obligated 
or will soon be obligated to make certain payments with respect to the Project and because it would be costly and 
inefficient to issue additional debt in the future to finance additional payments with respect to the remainder of the 
costs of the Project that ale expected to become due. 

C. Yield on the Lease, (1) The price at which the Lease was sold to the Issuer, which intends to hold the 
Lease for investment purposes and not for resale to [he general public, is equal to the Lease Amount, 

CHECK APPLICABLE STATEMENT 

0 (2) The interest rate on the Lease is variable and the Yield will be determined pursuant to Treas Reg 5 
1 148-4(c), issued under the Code. Neither the Issuer nor any party on its behalf has entered into or expects to enter 
into any Hedge with respect to the Lease. A "Hedge" means any contract with respect to the L.ease or the Bonds that 
creates an interest rate swap, an interest rate cap, the right to future delivery of investment property, or the right to 
sell or buy either the obligations or investment property, or other similar rights. 

OR 

0 (2) The Yield on the L,ease, as defmed in Treas. R.eg. $ 1.1484, issued under the Code, is - YO. The 
Issuer or a party on its behalf has entered a Hedge with respect to the Lease. A "Hedge" means any contract with 
respect to the Lease or the Bonds that creates an interest rate swap, an interest rate cap, the right to future delivery of 
investment property, or the right to sell or buy either the obligations or investment property, or other similar rights 
Any Hedge with respect to the Lease could affect the determination of whether the Lease is a futed rate issue, under 
Treas. R,eg. 5 1.148-4(b) or a variable rate issue under Treas.Reg. 1.148-4(c) and could affect the calculation of the 
yield on the Lease for purposes of satisfying the yield limitations of Section 148 of the Code and for purposes of 
determining any rebate amount. 
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D Apnlication of Proceeds All of the Sale Proceeds together with earnings derived from the investment 
of the Sales Proceeds will be used to pay the cost of the Project, including issuance expenses and interest during 
construction and amounts allocated to reimburse the Lessee for capital expenditures, as that term is defmed in Trms 
R,eg $ 1,150-2, issued under the Code, for the Project paid by the Lessee prior to the Closing Date, pursuant to the 
Lessee's Official Expression of Intent (as hereinafter defined) No amount received as Proceeds of the Lease will be 
used in the manner not set forth in this section., 

., E. Exnenditure of Proceeds for the Proiect. The acquisition of the Project will commence promptly 
following the Closing Date, and the L.essee has incurred, or will incur, within six (6) months after the Closing Date, 
a substantial binding commitment to expend at least five percent (8%) of the Net Sales Proceeds (defined in Treas. 
Reg. 5 1 148-l(b) as Sales Proceeds less an amount that is the lesser of five percent (5%) of the Sales Proceeds or 
$100,000) on the Project The L.essee will expend at least eighty-five percent (85%) of the Net Sales Proceeds by 

The.acquisition of the Project will proceed with due diligence to completion and 
the Proceeds will be spent on the Project with due diligence no later than February 8,2004 

F Investment of Proceeds. (1) The Lessee has agreed in the Tax Compliance Agreement attached hereto 
that it will not invest any of the Proceeds of the L.ease without the express consent of CoL.T, and any such 
investments will be done so that such investment will not ca iw  interest on either the Lease or the Bonds to be 

' '; +hs hnId+ moss incorn? fpr x s n ' r ~ c c  c,; f&ml i r rcmip t - w ~ r -  1.' the debt '7 b wc:nred - P  "iit-:+-sm, 
. .  , .  - ,  . ,  . 

.,&.,Ji!3 . ,,,U),-,. .llru :4, "., uir ,- ;L -,i: u:r: .... as. .. .&..I.. , ..s .i.:::"u..L:", 

( 2 )  Not more than fifty percent (50%) of the Proceeds of the Lease will be invested in investments that both 
do not carry out the Governmental Purpose of the Lease and have a substantially guaranteed yield for at least four 
(4) years. 

(3) No account or fund has been or will be established to pay principal of, premium, if any, or interest on 
the L.ease There are no moneys, sources of funds, securities or obligations that have been, or will be, pledged as 
collateral for the payment of principal of, premium, if any, or interest on the Lease, and there are no moneys, souces 
of funds, securities or obligations with respect to which the Issuer has given or will give any reasonable assurance to 
any holder of the Lease that such funds will be available to pay principal of, premium, if any, or interest on the 
Lease 

(4) Any unexpended portion of the Proceeds of the Lease, including any amounts in any reasonably 
required reserve or replacement fund, will be invested in the investment contract described in the Trust Indenture for 
the Bonds and other than any funds described herein invested during a temporary period permitted under Treas 
Regs. $5 1 148-1 through -1 1, issued under the Code, if any, or any amounts in any reasonably required reserve or 
replacement fund, as described in Treas. Reg. $ I 148-2(1), no Proceeds of the Lease, or any moneys that may 
become Replacement Proceeds, as defined in freas. Reg. 5 1 148-l(c), of the Lease, in excess of the lesser of(i) five 
percent (8%) of such Proceeds or (ii) $100,000, have been invested in "higher yielding investments," as defined in 
the Code and the Treasury Regulations thereunder. 

G General, (1) Neither the Project, nor any part thereof, will be sold or otherwise disposed of by the 
Lessee prior to the Fmal principal maturity date of the Lease. 

(2) The Lessee will allocate Proceeds of the L.ease to reimburse itself o d y  for capital expenditures paid not 
earlier than sixty (60) days prior to the Closing Date or not earlier than sixty (60) days prior to the date it adopted an 
official expression of intent to reimburse (the "Official Expression of Intent"), within the meaning of Treas. Reg. 5 
1.150-2, issued under the Code, if eartier, or as otherwise permitted pursuant to Treas Reg. 5 I .  150-2. 

(3) There are no amounts, other than the Gross Proceeds of the Lease, that are available for the 
Govementa l  Purpose There are no sinking funds or pledged funds and the term of the Lease is not longer than 
rdasonably necessary for the Govemen ta l  Purpose 
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(4) Any Rebate Payments and any Yield Reduction Payments (each as defined in the Tax Compliance 
Agreement), owed pursuant to Section 148(1) of the Code, will be remitted to the United States Treasury as directed 
by COLT. 

(5) The Lessee has not employed in connection with the Lease a transaction or series of transactions that 
attempts to circumvent the provisions of Sections 103(b)(2) and 148 of the Code and the Treasury Regulations 
thereunder, enabling the Lessee to exploit the difference between tax-exempt and taxable interest rates to gain a 
material financial advantage andor  increasing the burden on the market for tax-exempt obligations through actions 
such as issuing more obligations, issuing obligations sooner or allowing them to remain outstanding longer than 
would otherwise be necessary for the Governmental Purpose. 

(6) The Issuer has never been advised of any listing or contemplated listing by the Internal Revenue Service 
to the effect that the Lessee's certification with respect to its obligations may nor be relied upon and no notice to that 
effect has been published in the Internal Revenue Bulletin. 

(7) Certain of the facts, estimates and circumstances contained herein are based upon representations made 
by C0L.T in the attached certificate, or in other letters and repons that accompany the sundry closing documents 
related to the sale and delivery of the Lease. The L,essee is not aware of any facts, estimates or circumstances that 
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expectations of the Lessee as stated herein are reasonable and there are no other facts. estimates or circumstances 
that would materially change the foregoing conclusion. 
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expect to issue tax-exempt bonds, including any tax-exempt bonds issued by any subordinate entities, but excluding 

148(f)(4)(D)(iii) of the Code. exceeding $5,000,000 in aggregate face amount. 

0 (9) Lessee does nor reasonably anticipate that the total principal amount of "qualified tax-exempt 
obligations" within the meaning of Section ?65(b)(3) of the Code which the Lessee or any subordinate entity of the 
Lessee will issue durin!: the calendar year in which the Lease is executed and delivered will exceed $10,000,000; 
and, therefore, the Lessee hereby designates the Lease as a "qualified tax-exempt obligation". 

"private activity bonds," as defined in the Section 141 of the Code, and any refunding bonds, as defined in Section 

F E C K  IF APPLICABLE 

$11 tf+ 

bl%. 

J ,  

COUNTY OF LTVINGSTON, KENTUCKY, as Lessee 

Dated: (L-23-OC 
By: 

Chistopher Lasher, County JudgeiExecutive 
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EXHIBIT H 

IRS FORM 80.38 

23838-1 DOC 
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1 issuer% name 

3 
Counly of Livinqslon, Kentucky 

355 Court Skeet 
Number and street (or PO box li mail is not delivered to street address1 

-- ~ . ~-~ . .  
30 

1 Part  V I  
31 

Nonrefunding proceeds of the issue (subtract line 29 from line 23 and enter amount here) . . . . . . . .  I 30 I 
Descr ip t ion  of Refunded Bonds (Complete this part only for re fund ing  bonds.) 

Enter, the remaining weighted average maturity of the bonds to be currently refunded . . 

3.300.000.00 

P years 

2 Issuer's employer identification number 

61-0610257 
Roomhuite 4 Report number 

3 2005-1 
5 

Smilhiand, KY 42081 
7 Narne'oiissue 

Lease Agreement behveen Ihe Kentucky Association of Counties Leasing Trust and the County of Livinqslon, KY 

Cilv, town. or post office. state. and ZIP code 

i_l 

. .  

6 Dale oiissue 

a cusip number 

None 

-05 

40 If the issuer has identified a hedge, check box . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  P U 
ined viis relum and accompanWg schedules and statements. and Io the best of my knowledge and belief. 

23 -05 
. Dale __ - aulhorized representative 

9 Name and title 01 officer or legal representative whom the IRS may cali lor mQra inlormation 

For Papeiwork Reduction Act Notice, see page 2 of the Instructions. ISA 
SlF FED6403F 

10 Telephaoe nurnbeiotoniserorlegal repie~cniaum 

Form 8038-G (Rev 11-2000) 

. . ,  , , .  . . , .  . . . . . . . . .  11 c] Education . . . . . . . . . .  
12 G Health and hospital . . . . . .  . ,  . 

13 c] Transportation . . . . . . . . . . . . . . . . .  
. ,  . " . ,  

. "  
. . . . . . . . . . . . . . . .  . . . . . . . . . . . . . .  14 c] Public safety 

15 
16 Hniteino . , . , . . , , , 

. .  , ,  Environment (including sewage bonds) . . . . . . . . . . . . . . .  
, ,  . .  . ,  . ,  

11 
12 
13 
14 

16 
~ 15 

. . . . . . . . . . . . . . . . .  . ,  22 
23 issue,price of entire issue (enter amount from line 21, column (b)) . . . .  . , .  

24 24 
25 25 Proceeds used for credit enhancement . . . . . .  

26 26 
27 Proceeds used to currently refund prior issues . , . 27 
28 Proceeds used to advance refund prior issues . ,  28 
74 Tntal firid lines 74 throuoh 28) , . , , , , . ,  . . ,  . 

Proceeds used for accrued interest, 

Proceeds used for bond issuance costs (including underwriters' discount) 

Proceeds allocated to reasonably required reserve or replacement fund 

___I__ 

22 
23 3,300.000 

29 

35 
36a Enter the amount of gross proceeds invested or to be invested in a guaranteed investment contract (see instructions) 

Enter the amount of the state volume cap allocated to the issue under section 141(b)(5) , . . 
. 

b Enter the final maturity date of the guaranteed investment contract c. _ I _ _ _ _ _ ,  

35 
36a 
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INTERLOCAL C R P E W T i O N  A G R E E M H  

COMMUNITY OF LEDBETTER. LIVINGSTON COUNTY, KENTUCKY 
RELATKG TO THE WASTEWATER SYSTEM SERVING THE 

THIS INTERLOCAL COOPERATION AGREEMENT (the "Agreement") is made 
and entered into and deemed effective as of the day of 

, 2004, by and between the Livingston County Fiscal Court 
(referred to herein as "Fiscal Court"), the Ledbetter Sanitation District (referred to 
herein as "Sanitation District") and the Ledbetter Water District (referred to herein as 
"Water District"), each a "Party", (or collectively the "Parties") and each a political 
subdivision of the Commonwealth of Kentucky 

WHEREAS, under the lnterlocal Cooperation Act, Sections 65.210 to 65 300, 
inclusive, of the Kentucky Revised Statutes ("KRS"), as amended, any power or 
powers, privileaes or authority exercised or capable of eyercise hv  3 aiihlic- =mepsv 

. ' _:_, . .:vd-.:~ $ d i s u j G i ,  c! 3 g x ~ '  F:, / I /  I .  -> . . ' : L , " m u ,  "I LW*2 
Commonwealth) may be exercised jaintly with another public agency under an 
agreement (an "interlocal cooperation agreement") for joint or cooperative action 
pursuant to the provisions of the Act, and such public agencies may acquire, construct, 
maintain, add to and improve the necessary property, real and personal, which is 
required in order to accomplish the public purposes set forth in such interlocal 
cooperation agreement; and 

- .  . .  
$ . :  .I 

WHEREAS, the Fiscal Court encourages the development of water and 
wastewater services for all residents of the County and intends that such service be 
provided in the most cost effective manner to the benefit of its citizens, and 

WHEREAS, t h e  Sanitation District, a special district established pursuant to KRS 
220, and whose board of commissioners has been recently reappointed, owns the 
wastewater system and is willing to transfer ownership of its system to the Water 
District to better assure a more reasonable cost of service to its customers; and, 

WHEREAS, t h e  Water District, a special district established pursuant to KRS 74 
and regulated by the Kentucky Public Service Commission (PSC) (pursuant to KRS 
278), presently owns and operates a water system and, at the request of the Sanitation 
District and current and previous Fiscal Courts, has operated the wastewater system for 
an extended period and has demonstrated its capability to properly operate the physical 
plant of the wastewater system and has recently taken official board action to express 
its willingness to accept ownership of the wastewater system and deal with the fiscal 
obligations thereof; and 

WHEREAS, the Parties are in agreement that it is in their mutual interest to 
pursue cooperatively the public purpose of consolidating utility services to the benefit of 
the affected citizenry, and to this end have determined to effect the transfer of 
ownership of the wastewater system, secure a loan in the name of the Fiscal Court, and 
subsequently secure a second loan in the name of the Water District, to better assure 
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reasonable customer rates and to take other related activities as set out in this 
Agreement. 

NOW THEREFORE, it is mutually acknowledged and agreed by and between 
the Parties hereto and so ordered as follows: 

1 The Parties hereto agree that the foregoing statements are not mere recitals, 
but represent findings of fact by the respective bodies, and as such represent 
statements of public interest affecting all Parties hereto, and the community 
of Ledbetter 

2. Obligations and Responsibilities of the Fiscal Court: 

A. The Fiscal Court, in the interest of resolving long-term fiscal matters 
relating to the wastewater system, hereby invites and encourages the 
Sanitation District and the Water District to take all steps necessary and 

on District to tne Water District ana me proper conrinuation ot 
operation and maintenance of the wastewater system by the Water District, 
as set out in this Agreement. 

B, Upon Kentucky Public Service Commission (PSC) approval of the transfer 
of ownership of the wastewater system, the Fiscal Court will immediately 
secure sufficient loan funds from the Kentucky Association of Counties 
Leasing Trust (KACoLT loan) to be used to retire the Kentucky Infrastructure 
Authority Fund A loan to the Sanitation District, conditioned upon the faithful 
completion of all actions set out in this Agreement by the respective Parties. 

C The Fiscal Court shall assist the Sanitation District board of 
commissioners in the proper conduct of its obligations under this Agreement 
and, upon transfer of ownership and completion of all related activities, shall 
effect the dissolution of the Sanitation District pursuant to Kentucky Revised 
Statutes 

~ - - . . .- . . . - ;.it;. fpr bhs 'rzn::fp ' ::f ~;vt~..c,!-i!-! (,:f :I, .. ,,-. , : , :y,zp>! ?,,,+ 1 fr;.: ., '.;,' 

D Concurrent with other actions being taken by the Parties to this 
Agreement, the Fiscal Court, at its expense, shall procure a qualified 
engineering firm to conduct an on-site inspection and provide an assessment 
report as to the overall condition and general functionality of the wastewater 
system Further, the Fiscal Court shall engage the Water District in the 
procurement process by seeking its assistance in the determination of the 
proper qualifications and subsequently the selection of such firm and shall 
encourage the Water District to actively participate with the representatives of 
the engineering firm during its on-site evaluation Further, copies of any and 
all written reports resulting from this evaluation shall he provided to all Parties 
to this Agreement. 
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3. Obligations of the Sanitation District 

A. The Sanitation District board of commissioners will familiarize itself with 
the issues and attendant actions of all Parties necessary to successfully 
achieve the intent of this Agreement. 

6. The Sanitation District, immediately upon execution of this Agreement, by 
official resolution and then by letter shall grant and authorize the Water 
District to continue its operation and maintenance activities of the wastewater 
system, including all associated billing and collection of revenues and 
application of same to the costs of operation. It shall state clearly that the 
intent of the Sanitation District is to transfer ownership to the Water District 
and that such grant and authorization shall remain in effect until and at which 
time ownership of the wastewater system is successfully transferred, or other 
action requires further directive, 

.. . - .  .. . ., . . 
nir&iroii L ~ l j  ici aiiiii  incei, ;; t q . m ' c l ,  id cui ~SIC,+~ (iiiii &:, ai, 

necessary action in a timely manner to assure the accomplishment of the 
purpose of this Agreement. More, specifically, the Sanitation District shall 
accept funds made available by the Fiscal Court via the KACoLT loan, shall 
apply all such funds to the retirement of its outstanding KIA loan on the 
wastewater system and hereby irrevocably pledges all revenues derived from 
rates and charges of the wastewater system to the payment of the KACoLT 
loan until such time as ownership of the wastewater system shall be 
transferred to the water district, whereupon the provisions of Section 4 B of 
this Agreement shall apply 

D When and after the proper transfer of ownership of the wastewater system 
to the Water District occurs, the Sanitation District shall take all appropriate 
action in cooperation with, and at the direction of, the Fiscal Court to legally 
dissolve is organization and cease its existence 

4. Obligations of the Water District 

A. The Water District shall acknowledge the Sanitation District's letter, as 
cited in Section 3 8  of this Agreement, and shall continue to operate and 
maintain the wastewater system, and apply all revenues generated from 
billings and collections from wastewater system customers toward operation 
and maintenance costs in the routine and normal manner. 

B. Immediately upon execution of this Agreement by all Parties, the Water 
District shall notify the PSC of its intent to accept, ownership of the Sanitation 
District's wastewater system and request PSC staff assistance in establishing 
customer rates for wastewater services as recommended pursuant to Section 
5 and Attachment 7 of this Agreement. Upon PSC approval, the Water 
District shall commence to charge the new wastewater services rates. After 
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KACoLT a[:proves its loan to the Fiscal Court, the Water District shall apply 
that portion 2f system revenues necessary to fully service the KACoLT loan 

C When ard  after the KACOLT loan, obtained by the Fiscal Court, is used to 
retire in full the KIA loan (A-94-03) to the Sanitation District, the Water District 
shall make 3pplication to the KIA Fund A Lqan Program for that amount set 
out in Affaqhment 1 to this Agreement so that proceeds from the Fund A 

' loan will reauce the principal amount of the KACoLT loan to the Fiscal Court, 
thereby assuring the lowest possible customer rate for wastewater services, 
The Water'District shall then also apply that portion of system revenues 
necessary ti.) fully service the KIA loan 

D. Thereaftx, the Water District shall own, manage, operate and maintain 
the wastewriter system and apply all revenues generated there from to cover 
the cost of operation and maintenance as well as for the timely retirement of 
debt incurrc.d by the Fiscal Court and subsequently, and in addition, debt 
secured in I own name relating to the wastewater system 

5, Parties agr ? as to Method for Determination of Rates. 

The propo::rd customer rate for wastewater services to be submitted by the 
Water Disbirt to the PSC for its consideration and subsequent approval shall 
be sufficient to adequately operate and maintain the wastewater system as 
well as to repay debt incurred on behalf of the wastewater system by the 
Fiscal CO~J:~ and the Water District. The actual delineation of this 
arrangemer:L relating to these Parties' specific debt amounts is set out in full 
and includeti in this Agreement as Attachment 1. 

6. Parties furti-er acknowledge and agree. 

A. The Paities agree to work cooperatively in addressing all the issues 
affecting the successful completion of the activities set out in this Agreement, 
and recogri-e the critical importance of open and continuing communication 
to assure WE: long term benefit of this Agreement to citizens of the Ledbetter 
community in Livingston County, Kentucky To better assure this 
communica i m ,  beginning on the effective date of this Agreement and 
continuing iriereafter until PSC approvals are secured and the KACoLT loan 
to the Fisc:II Court and the KIA loan to the Water District is in place, each 
Party shall (:.barge one of its members to serve as its principal contact person 
and it shall'be the obligation of these individuals to arrange for and actively 
engage in apen communication on a routine basis, regarding any and all 
matters cited in or envisioned by this Agreement. Further, each designated 
confacf pe rwn  shall attend all meetings of the other Parties wherein matters 
relating to this Agreement are to be discussed or any action taken, and shall 
report regularly to their respective Party in a manner as directed by that Party. 
The indivirhals who shall serve initially as the contact persons for the 
respective F'arties shall be named in Attachment 2 to this Agreement. 
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B. The dur=tion of this Agreement shall extend to and include the approvals 
of the PSC regarding the transfer of ownership and the rates to be charged 
for service, ;ogether with the KACoLT loan approval to the Fiscal Court and 
subsequentlf the KIA loan approval to the Water District, the timely re- 
payment of ihese loans by schedule, the completion of the engineering 
evaluation c . i  the wastewater system and the dissolution of the Sanitation 
District Tlie successful implementation and completion of all of these 
actions toge her, as illustrated by appropriate documentation, shall constitute 
the permissinle method of complete termination of this Agreement. 

C. The Wcder District operates under the jurisdiction of the PSC 
Consequenty, the roles of the Water District as set out herein are subject to 
the review :>.id approval of the PSC. Every effort shall be made by the other 
Parties to fa,:ilitate the appropriate review and implement the directives of the 
PSC in a tin sly and expeditious manner 

D. The Pa ies to this Agreement hereby designate the Pennyrile Area 
DevelopmE District to be the "Administrator" of this Agreement. The 
responsibili of the Administrator, as separately agreed to and so 
documentel in Attachment 3 of this Agreement, shall be limited to reporting 
the progres ; of the implementation of the Agreement to the Parties monthly, 
during the 11 st year, and annually thereafter on or near the anniversary of the 
effective dais of the Agreement 

E. This Agr2ement shall be governed by and construed in accordance with 
the laws 0,' the Commonwealth of Kentucky. If any provision of this 
Agreement s held to be in conflict with any applicable statute or rule of law, 
or is othewise held to be unenforceable, the invalidity of such portion shall 
not affect ar8y or all of the remaining portions of this Agreement. 

F The pr'inzipal purpose of the actions called for in this Agreement is to 
secure and take best advantage of the economies of scale in providing for 
the proper ,management, operation and maintenance of the wastewater 
system, inc':iding retirement of debt obligations and coverage of operation 
and maintei ,ante costs though consolidation with the Water District's water 
system to sscure the lowest possible costs per capita for the consumers of 
both water m d  wastewater services in the community of Ledbetter 

G., The actblities set out in this Agreement shall be financed by a combination 
of subsidizt3,il loans provided by Kentucky Association of Counties' Leasing 
Trust and lie Kentucky Infrastructure Authority, as well as by revenues 
generated t;y customer rates, as approved by the PSC 

H. All real :.ind personal property that may be acquired in the course of the 
implementaiion of this Agreement shall be properly procured pursuant to KRS 
45A, used i nd held as public property and disposed of pursuant to statute. 
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IN WITNESS WHEREiOF, the Patties have caused this Agreement to be executed by 
designated officers ('r officials as duly authorized by the respective legislative or 
managing body, effec;ive as of the date first written above 

APRQVED AS TO FORM AND CWMPLIANCE 
WITH APPROPRIATE KENTUCKY STA TUTES 

Attorney General Greg Stumbo 

!~~iC$IOURT 
Attest: P B  i - 

County J u d g e  Execuri e Cotinty Court  Clerk 

Attest: @ wid./ 
ecretary 

LEDBETTER WATEF DISTRICT 

-- 
Chair h'ecretary 
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ATTACHMENT 1 ?ECOMMENDED LOANS AND RELATED CUSTOMER RATES 

A p p x i m a t e  Approximate 
P-incipal Term of interest 

Lender F mount Loan Rate Purpose 

A KACoLT $ 3,300,000 3 to6  2 92% Short Term note to extinguish debt 
months Variable owed by the Ledbetter Sanitation 

District to KIA 

B KACoLT $ 'i,OOO,OOO 5 years 2 92% Five-year variable rate loan First step 
in the permanent refinancing of the 
wastewater system's debt This loan 
will be made concurrent with the KIA 
loan and will pay off Loan 1 above 

Variable 

i 

C KIA $ 2,300,000 20 years 0% fixed Twenty-year, zero interest loan This 
loan will reduce overall interest costs 
to the system This loan will be made 
concurrent with the KACoLT loan and 
will pay off Loan 1 above 

D KACoLT $ ' 1,000,000 20 years Future Twenty-year fixed rate loan Final 
step in the permanent refinancing of 

Fixed Rate the wastewater system's debt This 
loan will refinance the 5-year KACoLT 
loan and will pay off Loan 2 above 

Market 

1 In first quarter of 2004 the Fiscal Court via KACqLT pays off the Sanitation District's 
debt to KIA. Thi:; would be a 3 to 6 month variable rate short-term loan The 
interest cost woulq be approximately $24,000 to $48,000. 

2. In first quarter of 2904. current rates in effect as of October 2003 ($10 29 for the first 
2,000 gallons - n!inimum bill, and $525 per 1,000 gallons thereafter) need to be 
increase by apprci,<imately 47% to $15.16 for the first 2,000 gallons, and $7 74 per 
1,000 gallons ther,?after. The rates will continue at this level for a period of five (5) 
years. 

3. In the second quarter of 2004 KIA would extend a loan to the Water District to pay 
off $2,300,000 of :ne KACoLT loan to the Fiscal Court at an interest rate of 0 0% for 
a term of 20 years The annual debt service payment on this loan would be 
approximately $11~5,000. 

4 In the second quirter of 2004: KACoLT would refinance approximately $1,000,000 
over 5 years at a {jariable rate of 2.92%. The annual KACoLT debt service payment 
would be approximately $35,000. 

5 In the fourth quarter of 2008: sewer rates will be further increased by approximately 
10% to $16.71 fodthe first 2,000 gallons - minimum bill; and $8.53 per 1,000 gallons 
thereafter, to c o y  Itern 6, below. 

6 In the first quart&: of 2009: WCoLT wchild convert the 5-year loan to a 20-year 
loan. Annual deb: service payments would be approximately $67,000. 

: 

i 
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ATTACHMENT 2 . 

! 

ICENTlFlCATlON OF INITIAL CONTACT PERSONS 

The following indiviciuals, pursuant to Section 6A of the Agreement, shall serve 
as the contact person for each Party as indicated. I f  such individual does not 
continue to serve iri this capacity, for whatever reason, another individual shall 
be named by that Party and SO inform the other Party(ies) in a timely manner. 
Note: The individual serving for the Sanitation District shall do so until and a t  
which time the Saniatiorr District is dissolved and no other individual shall be 
named thereafter. 

LIVINGSTON COUN ' FISCAL COURT: 

LEDBETTER SANITFTION DISTRICT: 

LEDBETTER WATEK DISTRICT: 

I 
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ATTACHMENT 3 

AGREEMENT TO SERVE AS ADMINISTRATOR 

Be advised that the Pennyrile Area Development District agrees  to and will serve 
a s  Administrator of the Interlocal Cooperation Agreement between and among 
the Livingston Cou'ity Fiscal Court, the Ledbetter Sanitation District, and the 
Ledbetter Water Di: k t ,  pursuant  to KRS 65 and Section 6D of the Agreement. 
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‘C.VL- ~ U I Y  v ~ m u . , i n  v r  DSIIY I u L n I  

WX‘LUTION NO. Gb- 17- (? q-  L: 
FISCAL CO; IRT OF THE COUNTY OF IJVINGSTON 

RESOLU?” QN RELATING TO ki INTERLOCAL 
COOPERATION AGREEMENT RELATING TO 

THE LEDETTTER SANITATION DISTRICT NO. 1 

BE IT RESOLVED BY THE F SCAL COURT OF THE C O U N T Y  OF LIVINGSTON, EENTUCKY, A S  
FOL.LOWS. 

WHEREAS, The Livingston,County Fiscal Court recognizes that the best interests of the people 
ofLedbetter would be served b;: ;he water district’s accepting ownership of the Ledbetter Sanitation 
District No 1, and 

‘WHEREAS, The Livingston County Fiscal Court has requested that the water district accept 
ownership of the Ledbetter San~ ition District No 1, and 

WHEREAS, The Fiscal Cot agreed at a special meeting on November 6, 2003 to pay for an 
engineering study to determine e condition and needs of the sewer system, and to provide financial 
assistance, if needed, in correct g existing problems; and 

WHEREAS, The K,entucky iLtfrastructure Authority (KIA), with assistance from the Public 
Service Commission (PSC), has proposed a refinancing plan which appears acceptable to the Fiscal 
Court, 

THEREFORE BE IT RESOLVED that the Livingston County Fiscal Court will enter into an 
Interlocal Cooperation Agreement Relating To The Wastewater System Serving The Community Of 
Ledbetter, Livingston County, IC entucky, and will authorize the Livingston County JudgeExecutive 
to sign on the Courts behalf, an :nterlocal ageernent setting forth necessary procedures allowing the 
L.edbetter Water District to assuiye operations of the Ledbetter Sanitation District No I 

foregoing R e s o l u t i o n d u l y  h o p t e w  ”&, day of 

Dated this the 2 day of AJ,..!~ 2004 

Attest: 

Upon motion by .- ’,fh 1h and seconded by +qa; < ‘/!,,is? ,, , the 
2004 b, a vote of 

4 (yes) to T’r (no).’ 

I, , I 7 - C ?  L? / 7 - c q  
Livingston County Date Chris Lasher Date 
Fiscal Court Clerk 

Reviewed and approv%by Livingston County Attorney Billy Riley. 

Livingston County JudgeExecutive 

BiilyPdey, Livin‘g o County Attmey 





1 .  ., . . < 

\ 
. ,  : 
*I ,, 

. -  
'. , 

""-..-I 

his evcs. Also at his point Le: has 

oncemed about my son. Your 
myers, COIII~OK and suppon Zave 

faith and ho -:.. I wouid espe- 

and so I kful for every- 
she has d : for us. I would 

and evt >ne who p d c i -  
in the b.ncfir conccn for 

County JudgeExecutive to Jign 
terlacal Agraement setting forth 
liowing the Ledbetter Water 
ns of the Ledbetter Sanitation 
ion was  approved on June 17, 
ting. A copy of the Resolution 
ton County Judge Executive's 

said'? words. Momma and Hi.. 
And I pnise God for that. He is 
getting r e d  good cxe 51 their 

God Bless. 
Sandy Bonds m d  Family 

The Livingston Caunty Fiscal Court appmved a Resoiution 
Reiating to the Creation of a Board to administer the use 
and future of Livingston County's Mature Preserves. The 
Resolution was appmved on June 17, 2004 during the iwp 
ular meeting. A complete copy of the Resolution may tie 
viewed at the Livingston County Judge Executive's OMF 
during regular buainass hour% 

1 showed so mush love and suppon. 
I praise God tl at w e  are so blessed 

olunteer Fi 
rm a taxing _ -  district. 



.June 21,2005 

Hon. Christopher Lasher 
County JudgelExecuhve 
PO Box 70 
Smithland, Kentucky 420Q ’ 

Re: L.t : se Agreement between Kenrucky Association of‘ Counties Leasing Trust 
(“. ’ LT”) and Livingston County, K,entucky (“County”) 

Dear Mr Hammond: 

Enclosed are [!-e following documents in connection with the referenced Lease Agreement 
the proceeds of which will ‘e used to finance the purchase of all capital assets of the Ledbetter Sanitation 
District: 

I .  

2 .  E:.: Form 8038 

L e s e  Agreement including Exhibits A-H; and 

Please have i.i:e resolution attached as Exhibit C adopted by the Fiscal Court and all 
documents executed by thi  3ppropriate officials. After all of the documents have been executed, please 
return them to MI. G r d S a t t e r l y  at KACO Leasing Tnist (380 Ring’s Daughters Drive, Frankfort, 
Kentucky 40601) as soon ns possible Please note that E.xhibit D must be put on letterhead of and 
executed by your attorney , A s  soon as KACO has received the executed documents we will arrange for a 
closing. If you have any q e s t i o n s  with respect to the enclosed documents, do not hesitate to call. 

Very truly yours, 

PECK, SHAFFER. & W I L L I A M S  LLP 
i 

Per 
Sujyok’s’ Patel 

t 



L.EASE AGREEMENT 

KENT ;CKY ASSOCIATION OF COUNTIES LEASING TRUST 

LESSEE: County of Livingston, Kentucky 

LESSEE'S ADD5 ESS: Livingston County Fiscal Court 
PO Box 70 
Smithland, Kentucky 42081 

DATEOFLEAS : ,2005 

TERMINATIOP )ATE: ,2035 

This L.ease Agreement cons tes a Security Agreement under the Kentucky Unifoxm Commercial Code and all 
right, title and interest of the essor herein has been assigned to .I P Morgan Trust Company, National Association 
(successor to Liberty Nation, dank and Trust Company of Louisville), as mstee  under a Trust Indenture dated as 
ofMarch 1, 1989 between it, '-:ndleton County, Kentucky and the Lessor 
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LEASE AGREEMENT 

THIS LEASE. AGR,iEIVIENT, dated the date shown on the cover page hereof (together with any 
amendmenrs hereto made in accordance herewith, this "Lease"), is entered into by and hehveen the Kentucky 
Association of Counties Leas,,: Trust (the "Lessor"), as the lessor hereunder, a m s t  duly created and existing under 
the laws of the Commonwea .li of Kentucky (the "State"), and the L.essee shown on the cover page hereof (the 
"L.essee"), as lessee hereunder 9 body politic and corporate validly existing under the constitution, statutes and laws 
o,f the State 

WHEREAS, the gob:.rning body of the Lessee (the "Governing Body") has the power, pursuant to Section 
a of the Kentuck) Revised Statutes to enter into lease agreements with or without the option to purchase 65.940 

in order to provide for the use ifproperty for public purposes; 

WHEREAS, the G<: :ming Body has previously determined, and hereby funher determines, that the 
Lessee is in need of the Projei:.. as defined herein; 

WHEREAS, the Go 
Lessee that the L.essee and t 
Prqject and to become a Partii pant in the Program, as defined in the Indenture: 

. ~ n g  Body has determined and hereby determines that it is in the best interests of the 
Lessor enter into this L.ease for the leasing by the L.essee from the L.essor of the 

WHEREAS, the ex? ution, delivery and performance of this Lease, have been authorized, approved and 
directed by the Governing Bi. l y  by an ordinance or resolution fmally passed and adopted by the Governing Body; 
and 

WHEREAS, the Lesi ur desires to lease the Project to the Lessee, and the Lessee desires to lease the Project 
from the Lxssor, pursuant to tl E t e r n  and conditions and for the purposes set forth herein; 

NOW, THEREFORI,, for and in consideration of the mutual promises and covenants herein contained, the 
parties hereto agree as follow:' 

Section 1. Definitior?. All words and phases will have the meanings specified below unless the context 
clearly requires otherwise. 1 :rm not defined herein will have the meanings assigned to them in the Indenture. 
References to Sections mean :mXions of this L.ease unless othenvise indicated. 

"Additional Rentals" means the aggregate of (i) any expenses (including attorneys' fees and expenses) of 
the Lessor and/or the Credit :ncility Provider in defending an action or proceeding in connection with this Lease 
and/or any Collateral Docunbcnts relating to this Lease or in enforcing the provisions of this Lease and/or any 
Collateral Documents relatin ; to this Lease, (ii) any taxes or any other expenses, including, hut not limited to, 
licenses, permits, state and 1o:ai sales and use or ownership taxes or property taxes and recording fees and/or other 
fees which the Lessor is ex:pessly required to pay as a result of or in connection with this Lease and/or any 
Collateral Documents relatin:: to this L.ease, (iii) any deficiency in the L.essee's Proportionate Share of the Debt 
Service R,eserve Requiremen! (together with interest that may accrue on said amounts in the event that the Lessee 
fails to pay the same, as set !Wh herein), (iv) the Lessee's Proportionate Share of any Adminisuative Fees, Credit 
Fees and Fiduciary Fees to the extent the same are not included in and paid as Base Rentals, (v) for Fiscal Years in 
which the principal cornponeit of Base Rentals do not correspond to fxed  rate Bonds, the Lessee's Proportionate 
Share of interest on variable !ate Bonds, as provided in Section 6.l(e), and (vi) any deficiency in investment income 
on the Lessee's Proportionate Share of the Debt Service R,eserve Requirement for purposes of paying interest on the 
L.essee's Proportionate Share ,?fa principal amount of Bonds equal to the Debt Service Reserve Requirement, and 
(vii) any costs incurred in cor ?&ion with a Rate Swap Termination. 

"Adminisuative Fee " means the fees and expenses ofthe Lessor in administering the Program 

i 
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"Base R.entals" meaii'; the payments payable by the L.essee which constitute the principal component and 

interest component of L.ease I? mal  Payments hereunder and other amounts set forth in Exhibit B 

"Bonds" means the!. S200,000,000 kloney Market Municipal Multi-County L.ease Revenue Bonds 
(Kentucky Association of Cci'G;ities Leasing Trust Program) Series 1989 issued by the Issuer to fund the K.entucky 
Association of Counties L.easi5g Trusr Program. 

"Code" means the In!emal Revenue Code of 1986, as amended. Each reference to a section of the Code 
herein will be deemed IO incl!:de the United States Treasury Regulations proposed or in effect with respect thereto 
and applicable to the Bonds 01 the use of the proceeds thereof. 

"Collateral Documein" means any letter of credit, mortgage, escrow agreement, guaranty, security 
agreement, pledge agreement,'title insurance policy or other document (other than this L.ease) securing a Lease or 
granting a lien on or a recurie: interest in a Project or executed in connection with this Lease. 

"Costs" means, witk respect to the Project, all or any part of the cost of conshuction, installation and 
acquisition of all land, buildir ks, suucmes, machinery and equipment; finance charges; extensions, enlargements, 
additions, replacements, re vations and improvements; engineering, financial and legal services; plans, 
specifications, studies, SWI ' :, estimates of cost of revenue, administrative expenses, expenses necessary or 
incidental to determining the tasibility or practicability of constructing a Project; and such other expenses as the 
L.essor determines may be nt ' ssary or incidental to the consmuction, installation and acquisition of the Project, the 
financing of such constructir installation and acquisition, interest during construction, installation or acquisition 
and the placing of the Project , service. 

"Credit Facility" me :,s the Credit Facility which supports the payment and purchase ofthe Bonds, initially 
the inevocable, direct pay lev r of credit issued by the initial Credit Facility Provider 

"Credit Facility Proyider" means the issuer of the Credit Facility, initially Commonwealth Bank of 
Australia, acting through its 1 . i . ~ ~  York Branch 

I 
"Credit Fees" means.al1 fees, expenses (including attorneys' fees and expenses) and other amounts which 

are payable to the Credit Facihty Provider under the Credit Facility Agreement. 

"Event of Nonappropriation" means an event described in Section I I 

"Fiduciary Fees" m e : n  all fees, expenses (including attorneys' fees and disbursements) and other amounts 
payable to the Trustee, the Pa ring Agent, the Registrar, the R.emarketing Agent and any independent certified public 
accountants or independent Fi,ancial consultants and other consultants in connection with the Program. 

"Fiscal Court" mean! the duly elected governing board of the L.essee or any successor to its functions 

"Fiscal Year" means the nvelve (12) month period of each year commencing on July 1 and ending on the 
next June 30 

"Indenhue" means t i ' t  Trust Indenture dated as o f  March I ,  1989, between the Issuer, the Trustee and the 
L.essor and any amendments c:r supplements thereto 

"Independent Couns'l" means an attorney duly admitted to the practice of law before the highest c o w  in 
the State and who is not an t::qloyee of the Lessor or the Lessee 

"Issuer" means Pendpton County, Kentucky. 

"L.ease" means thi!; Lease Agreement and any amendments or supplements hereto entered into in 

! 

! 

accordance with the provisioi:s hereof, including the Exhibits attached hereto. 

I 
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"L.essee Acquisition 4ccount" means the account by that name established for the Lessee by the Trustee 
uider the Indenme 

"L.essee Representat; .e" means the person or persons at the time designated to act on behalf of the L.essee 
for the purpose of performin+ my act under this L.rase by a written certificate furnished to the L.rssor containing the 
specimen signature of such p 'rson or persons and signed on behalf of the Lessee by an authorized official of the 
Lessee 

"Lease Rental Paymi'lis" means Base Rentals and Additional Rentals. 

'Yease Term" means the term of this Lease as determined pursuant to Sections 5 and 6 hereof 

"Lessee" means the !,:see identified on the cover page hereto 

"Lessor" means Ken;irky Association of Counties L.easing Trust, acting as lessor under this Lease, or any 
successor thereto acting as les' JI under tbis Lease 

"Letter of Credit" I.' m s ,  as of any time, the letter of credit, if any, which is in effect at such time in 
occordance with the provisii ; of Section 22. If no L.etter of Credit is required by the Credit Facility Provider, 
references herein to the L.ette;: 'f Credit will he disregarded and of no force or effect. 

"Mortgage" means : real estate mortgage on the Site from the Lessor to the Trustee (if the same is 
required by the terms of this ' ase). 

"Net Proceeds," wh .,I used with respect to any per fomnce  or payment bond proceeds or proceeds of 
insurance, including self-insii,:me, required hereunder, or any condemnation award, or any proceeds resulting from 
default or breaches of warmxi,:: under the consmction contract or any other contract relating to the Project, or any 
ponion thereof, or proceeds k'im the sale. scrapping or trade-in (in which event the proceeds from a trade-in shall he 
deemed to he the amount o i :my  credit received upon such trade-in) of the Project or any portion thereof by the 
Lessee, means the amount r t  mining after deduction from such proceeds or award of (i) all expenses (including, 
without limitation, attorneys' i e s  and costs) incurred in the collection of such proceeds or award, and (ii) all other 
fees, expenses and payments x u n e d  in connection with the event giving rise to such proceeds or award and due to 
the L.essee, the Tmstee, the CI :dit Facility Provider, the Issuer or the Lessor. 

"Paying Agent" menits the paying agent for the Bonds appointed pursuant to the Indenture 

"Permitted Encumbr;,nces" means, as of any particular time, (a) liens for taxes and assessments not then 
delinquent, or liens which II ay remain unpaid pursuant to the provisions of Section 21; (b) this Lease; (c) the 
Mortgage; (d) utility, access z,nd other easements and rights of way, restrictions and exceptions which do not, in the 
opinion of the Independent Ciunsel, interfere with or impair the title to or the use and enjoyment of the Project; (e) 
any financing statements file13 to perfect security interests created or permitted by this Lease or any Collateral 
Document, (0 my liens, mort:,ages, security interests and other encumbrances that are subject and subordinate in all 
respects to the liens, mortgapks and security interests of this Lease, the Indenture and the Mortgage and that are (i) 
approved in writing by the Le: sor and the Credit Facility Provider or (ii) in favor of the issuer of the Letter of Credit, 
and (g) such minor defects. irregularities, encumbrances and clouds on title as normally exist with respect to 
property of the general charai ter of the Project and as do not, in the opinion of the Independent Counsel, materially 
impair title to or the use and rhjoyment of the Project. 

I 

"Program Adminisu :itor" means the L.essor or such other entity or unincorporated association as may be 
appointed in accordance \vii:j the Indenture to administer the Program and perform the duties and obligations of 
Program Administrator unde:he indenture, 

"Project" means p ipe r ty  the Costs of which are financed or refinanced, or the Costs of which are 
reimbursed hereunder, as mot:: particularly described in Exhibit A hereto. 

I 

t 
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"Rate Swap" means ... n interest rate swap transaction entered into between the L.essor, as fixed rate payor, 
and the Credit Facility Provi .dr, as floating rate payor, and predicated upon a corresponding interest rate swap 
transaction entered into b e t w e s  the Credit Facility Provider, as fixed rate payor, and the Swap Provider, as floating 
rate payor 

#%ate Swap Terminat'iun" means, with respect to a Rate Swap that has become effective with respect to this 
Lease, the termination of sucf: Rate Swap in accordance with its t e rm (whether by reason of the occurrence of an 
Event o f  Default thereunder qith respect to the Lessor or Credit Facility Provider, or the occurrence of an Event o f  
Default under, or the terminai:'on of, the interest rate swap transaction upon which such Rate Swap is predicated. or 
the occurrence of an Event 01 Default or an Event of Nonappropriation hereunder, or the expiration of the term of 
such Rate Swap, or otherwise) 

"Registrar" means t k  ,Paying Agent or any additional entity appointed by the Issuer and COLT to act as 
registrar for the Bonds 

"Remarketing Agent, means the remarketing agent for the Bonds appointed pursuant to the Indenture 

"Site" means the rel  state on which buildings, improvements or fixtures constituting the Project are to be 
constructed or installed and 1' ch is described in Exhibit A, title to which will be in the L.essor. 

"State" means the C unonwealth ofK,entucky 

"Swap Provider" IT, ns the provider of the interest rate swap transaction upon which a Rate Swap is 
predicated, initially Memll L! 'wh Capital Services, Inc. 

k 

"Trustee" means the h t e e  at the time serving as such under the Indenture 

"Variable L.ense" m e h  a Lease with respect to which the interest component of Lease R,ental Payments is 

0 
I 

computed as it relates to varia!Ae rate Bonds and there is no R.ate SWAP Agreement in force with respect thereto. 

Section 2. Representstions. Covenants and Warranties of the Lessee. The Lessee represents, covenants 

, 
I 

and warrants that (a) it is a b'idy politic and corporate of the State; (b) it has full power and authority to enter into 
and to perform its obligationsunder, this Lease and all related documents; (c) it has duly authorized this Lease and 
all related documents; (d) this Lease and all related documents are valid, legal and binding obligations of the Lessee, 
enforceable against the L.esst e in accordance with its terms; (e) the execution and delivery of this Lease and all 
related documents does not wrfflict with or result in a breach of the terms of any agreement or instrument by which 
the Lessee is bound, or confli :1s with or results in a violation of any provision of law or regulation applicable to the 
Lessee; (0 there is no actioi? suit, proceeding or investigation before or by any court or public body wherein an 
unfavorable decision would : i:iterially and adversely affect the transactions contemplated by this L.ease; (g) it will 
not take or permit, or omit tc' take or cause to be taken, any action that would adversely affect the exclusion from 
sass  income for federal incenie tax purposes of the designated interest component of L.ease Rental Payments; (h) 
the Project furthers the Lesri'e's governmental purposes, serves a public purpose and is in the best interests of the 
L,essee and at the time of exe'xtion and delivery of the Lease, the Lessee intends to annually appropriate the L.ease 
R.enta1 Payments due hereunc-5r; (i) during the Lease Term, the Project will at all times be used only for the purpose 
of performing one or more I;'wful governmental functions of the L.essee; 0) the estimated Costs of the Project are 
not less than the amount shc';.m on Exhibit A; (k) it has not defaulted in the payment of any obligation on which it 
was or is the primary obligo;! (1) it will comply with all procurement codes and purchasing laws and regulations 
applicable to it and to the Prc iect; and (m) it will observe and comply promptly with all current and future orders of 
all courts having jurisdictioi~\over the Project or any portion thereof (or be diligently and in good faith contesting 
such orders), and all current $nd future requirements of all insurance companies writing policies covering the Project 
o r  any portion thereof I 

I 
i The Lessee further civenants that, to the extent then permitted by law, if this L.ease is terminated by reason 

of an Event of Nonappropri:Xion or an Event of Default, it will not purchase, lease or rent property performing 
functions similar to those psformed by the Project or any portion thereof or permit functions similar to those 

r 
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performed through the use of $:he Project or any portion thereof to be performed by its own employees or by any 
agency affiliated with or birr by the L.essee, for the period ending on the date of the end of the term of the Fiscal 
Court then in office, but thi esbicrion will not apply if the Project or any portion thereof is sold, re-leased or 
othenvise disposed of by the 'ledit Facility Provider and the amount received (less costs of such disposition) is 
sufficient to pay the then appli'.ible Optional Payment Price. 

The Lessee acknowl~,!ges that this Lease is being funded with the proceeds of bonds, the interest on which 
is excludable from gross incone under the Internal Revenue Code of 1986, hs amended (the "Code") The Lessee 
covenants and agrees that it .',~111 not take or omit to take any actions that would adversely affect the tax-exempt 
status of the Bonds 

Section 3., Represenixions. Covenants and Wananties of Lessor. The L.essor represents, covenants and 
warrants that (a) it is a trust :,Ay created and validly existing under the laws of the State, has all necessary power 
and authority to perform its @'?ligations under, this Lease, and has duly authorized the execution and delivery of this 
Lease; (b) the execution and '?livery of this Lease does not conflict with or result in a breach of the terms of any 
agreement or instrument by 11 Lch the Lessor is bound, or conflicts with or results in a violation of any provision of 
law or regulation applicable the L,essor; (c) there is no litigation or proceeding pending or threatened against the 
Lessor or any other person 7. 'xting the right of the L.essor to execute or deliver this L.ease or to comply with its 
obligations under this L.ease. . 

Section 4, M, ?lause: Title: Securitv Interest. The Lessor leases the Project to the L.essee, and the 
L.essee leases the Project &G ' the Lessor, in accordance with the provisions of this L.ease, to have and to hold for 
the Lease Term. I 

Legal title to the P . ,  ject and all fixtures, appurtenances and other p e m n e n t  accessories thereto and all 
hterests therein will be held :;. the Lessee, subject to Lessor's rights under this Lease L.essor and Lessee agree that 
this L.ease or any other approxiate documents may be filed or recorded to evidence the parties' respective interests 
in the Project and the Lease. ! 

In order to secure aliof its obligations hereunder, the L.essee hereby (i) grants to the L.essor a first and prior 
security interest in any and i,ll right, title and interest of the L.essee in the portions of the Project that constitute 
personal propelty and in ail. sdditions, attachments, accessions, and substitutions thereto, and on any proceeds 
therefrom, (ii) agrees that thi!;I.ease may be filed as a fuancing statement evidencing such secnrity interest, and (iii) 
agrees to execute and deliv;'. all financing statements, certificates of title and other inshuments necessary or 
appropriate to evidence such murity interest 

The Lessor's intere::t shall terminate upon (a) the Lessee's exercise of the purchase option granted in 
Section 25 hereof, or (b) th? complete payment and performance by the L.essee of all of its obligations hereunder; 
provided, however, that title, shall immediately and without any action by the Lessee vest in the Lessor and the 
L.essee shall immediately sui,tender possession of the Project to the Lessor upon (i) any termination of this L.ease 
without the Lessee exercisinz its option to purchase pursuant to this L.ease or (ii) the occurrence of an Event of 
Default. In any of such ca?& the Lessee agrees to execute such instxuments and do such things as the L,essor 
reasonably requests and as m y  be required by law in order to effectuate transfer of any and all of the Lessee's right, 
title and interest in the Proje:;r, as is, to the Lessor. It is hereby aclmowledged by the L.essor and the Lessee that the 
L.essee intends to purchase tks  Project on the terms set forth in this L.ease. 

Section 5 -gmf Lease Term: Lessee's Annual Rieht to Terminate: Fumishine of Budeets. The  
Lease Term will commence rnd terminate on the dates shown on the cover page hereof unless earlier terminated as 
provided in Section 6. If the. L.essee determines, for any reason, to exercise its annual right to terminate this Lease, 
effective on any June 30, the,;.essee must give written notice to such effect to the Lessor not later than the preceding 
May 31; provided that a fail'ire to give such notice will not constitute an Event of Default, nor prevent the Lessee 
€turn terminating this Lease (lor result in any liability on the part of the L.essee (except for the payment of all Lease 
Rental Payments accrued p j? to the termination of this L,ease). The exercise by the Lessee of its annual option to 
terminate this Lease will be ijonclusively determined by the occurrence of an Event ofNonappropriation as provided 
in Section 1 I .  Unless and Tnhl terminated as provided in Section 6, the Lease Term will continue in effect from 
fiscal year to fiscal year. Tjid Lessee's obligations under this Lease will be subject to the Lessee's annual right to 



I 
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li terminate this L.ease and wi,' not constitute a mandatory charge or requirement in any future fisc 1 year No 
provision of this L.ease will b: ,.onstrued as creating a general obligation or other indebtedness of the L ssec within 
the meaning of any constitu+nal or statutory debt limitation The Lessee will in any event, whethe ' or not this 

supplemental appropriation ' idinance relating to this L.ease) promptly after the budget is adopted and the 
appropriation ordinance (and :any supplemental appropriation ordinance, relating to this L.ease) is enacted by thc 
Lessee. 

Lease is to be terminated, fuirich the Lessor with copies of its annual budget and appropriation ordinal i ce (and any 

Section 6 20 of Lease Term. The Lease Term will terminate upon the earliest of(a) the June 30 
immediately succe vent of Nonappropriation unless the Event of Nonappropriation is cured; (b) the 
conveyance of the Project to he Lessee pursuant to Section 2 5 ;  or (c) an Event of Default and termination of this 
Lease as provided in Section :13 

Termination of the !.me Term will terminate all obligations of the Lessee to pay L.ease Rental Payments, 
except the payment of all Le:. f: Rental Payments accrued to the date of termination of this L.ease, and will terminate 
the Lessee's lights to use, F :;sess or occupy the Project (unless a conveyance of the Project to the Lessee has 
occurred) 

Section 7 -F. The Lessor hetehy covenants that the Lessee will during the Lease Tern peaceably 
and quietly have and hold I enjoy the Project without suit, trouble or hindrance &om the Lessor, except as 
expressly required or permii 1 by this Lease or any Collateral Document. The Lessor will, at the request of the 
Lessee and at the cost ofthe ' ssee, join and cooperate fully in any legal action regarding the Project and the Lessee 
may, at its own expense, joir any legal action affecting the Project. 

Section S. Leases. ,tal Pavments. The Lessee shall pay Base Rentals in the amounts and at the times set 
forth in Exhibit B, as said Ex1 ibit B is in effect on the fxst day of each fiscal year during the L.ease Tern. The 
Lessee agrees and acknowled :es that Exhibit B may be amended at any time (i) to reflect an increase in 
Administrative Fees, Credit P e s  or Fiduciary Fees; (ii) to reamortize the principal component of Base R,entals in the 
event moneys are transferred %om the Lessee's Lessee Acquisition Account upon completion of the Project; (iii) to 
reflect a change in the interes and principal component of Base Rentals if the L.essee exercises its option to convert 
the interest rate on this Lease io a fixed rate or enters into R,ate SWAP Agreement or a SWAP term ; (iv) to pay any 
fees associated with the early :ermination of a Rate SWAP Agreement; and (v) to reflect a revised estimate of the 
rate used to compute the inter-st component ofBase R,entals if this Lease is a Variable L.ease. 

If the L.essor or the :redit Facility Provider determines that an amendment to E.xhibit B is appropriate, the 
Lessor will mail to the L.essr 2 a revised Exhibit B (identified by date or othet means), by fust class mail, postage 
prepaid. Said amendment ill become effective and will for all purposes become a part of this Lease and will 
reflect Base Rentals to be I eid by the Lessee for subsequent periods (unless Exhibit B is further amended as 
provided in this Section) upo:i the earlier of the acknowledgment thereof by the L.essee ox automatically on the next 
payment date set forth in the 'evised Exhibit B. 

I 

The Lessee will payfAdditiona1 Rentals within fifteen (15) days after a written request therefoi is mailed to 
the L.essee by or on behalf of the Lessor 

! 
Any Lease R.ental I!ayment that is not paid within 10 days of the date due will bear interest thereon at the 

"Default Rate" as defined in,the Indenture (which, with respect to the initial Credit Facility, is the rate per amum 
equal to the Credit Facility T;rovider's prime rate plus a margin at least equal to 3%). Amounts due pursuant to this 
paragraph will he deemed ! > be Additional Rentals due and payable when incurred and without further written 
demand therefore. Notwithsmding anything herein to the contrary, if this L.ease and any Collateral Documents are 
assigned and become payabis exclusively to the Credit Facility Provider, the interest component of Base Rentals 
will be changed automaticqly (without any necessity to amend Exhibit B) to be equal to the "Default Rate" as 
defined in the Indenture (wl'jch, with respect to the initial Credit Facility, is the rate per annum equal to the Credit 
Facility Provider's prime rat< plus a margin at least equal to 3%). 
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The L.essee a c h o w l ~ ~ j g e s  and agrees that i f  this L.ease or any portion hereof constitutes a Variable I ease, 
(i) interest componenrs of Ba,s . Rentals will be calculated at an assumed interest rate set forth on Exhibit B (or, if  
applicable, one or more amecc lnents to Exhibit B), (ii) after notice from the L.essor, the Lessee will receive a credit 
against the Base Rental pays!:,.: on August I of each Fiscal Year in an amount equal to the excess, if any, of the 
aggregate of the inreresr co ents of Base R.entals paid by the L.essee during the preceding Fiscal Year (at such 
assumed interest rate) over th,; 'Lessee's Propomonare Share of all interest paid on variable rate Bonds, and (iii) after 
notice from the Lessor. the Lt ssee will immediately pay as Additional R,entals, an amount equal 10 the excess, if 
v y ,  of the L.essee's Propomo e Share of all interest paid or to be paid on variable rate Bonds over the aggregate of 
the interest components of Bas : Rentals then required to be paid by the Lessee (at the then assumed interest rate) 

Prior to May 1 of eac 1 fiscal year during the Lease Term, the L.essor will inform the L.essee of the amount 
of Additional Rentals that are . .;timated to be payable during the next ensuing fiscal year. 

The L.essee agrees acid acknowledges that (a) the Trustee is authorized under the Indenture to draw amounts 
from the Debt Service Resen " Fund, at the direction of the Credit Facility Provider, if the Lessee fails to make any 
part of a Lease R,ental Paymt:'t when due and (b) Exhibit B will be deemed ailtomatically amended if the Trustee 
draws on such account to ci- : deficiencies in the payment of Lease Rental Payments, to increase the principal 
component of L.ease Rental F 'ments due on the next nvelve payment dates by one-twelfth of the amount so drawn 
and to increase the interest cc ponent of L.ease Rental Payments due on such dates on the unpaid amount so drawn 
at the rate per OMWI equal to le Default Rate. Promptly folloiving any such automatic amendment, the L,essor will 
mail to the L.essee a revised khibit B (identified by date or other means), by certified mail, postage prepaid; 
provided that any faiiure to il such revised Exhibit B will not affect the obiigation of the Lessee to make the 
revised 1.ease R.ental Payment, Amounts drawn from the Debt Service Reserve Fund and applied to payment of all 
or any portion ofLease Renta.: 'ayments will satisfy such L.ease Rental Payment to the extent so applied. 

Each L.ease Rental F .  ;;merit will be applied first to the principal component of Base Rentals then due and 
payable, then as Additional k n t a l s  then due and payable, then to the components of Base Rentals then due and 
payable other than the intere:' component and principal component, and finally to the interest component of Base 
R.entals then due and payable. 

In the event that the i.sssee fails to pay any Additional Rentals during the Lease Term, the L.essor may (but 
will be under no obligation 10) pay such Additional Rentals, which Additional Rentals the L.essee agrees to 
reimburse to the L.essor on denand, together with interest thereon at the Late Payment Rate. 

This Lease will be di:med and construed to be a "net lease," and the L.essee will pay absolutely net during 
the Lease Term, the L.ease Re .tal Payments and all other payments required hereunder, free of any deductions, and 
without abatement, deducrion 11 set-off (other than credits against Lease R.ental Payments expressly provided for in 
this Lease). To the extent ti;: Credit Facility Provider advances any funds for the payment of any amounts due 
hereunder or to c u e  any E.v,:.rt of Default hereunder, the Lessor shall immediately reimburse the Credit Facility 
Piovider therefore with intere.;;: accrued on such amount at the Late Payment R.ate. 

Section 9. Manner oi Payment. All Lease Rental Payments will be paid by check made payable and 
delivered to the Trustee The obligation oftlie Lessee to pay the L.ease Rental Payments and to perform and observe 
the covenants and conditions ,mtained herein during the Lease Term will be absolute and unconditional except as 
otherwise expressly providen 'u this L.ease, and payment of the Lease Rental Payments may not be abated through 
accident or unforeseen circur-,.itances or payment of this Lease from the Debt Service Reserve Fund or damage to, 
destruction of, or failure to co;?plete, the Project. Lessee will not asselt any right of set-off or counterclaim against 
its obligation to make such paments  required hereunder. No action or inaction on the part of the Lessor (or any of 
its assigns) will affect the L.es!ds obligation to pay all Lease Rental Payment during the Lease Term. 

Section 10 -!in of Lessee's Need for the Proiect: Determination as to Use&!&&. The Lessee 
hereby declares its current naid for the Project and further determines and declares its expectations that the Project 
will (so long as it is subject t w h e  terms hereof) adequately serve the needs for which it is being acquired throughout 
the L.ease Term The Lessecjhereby determines and declares that, to the best of its knowledge, the period during 
which the Lessee has an optisn to purchase the Project (Le. the maximum term of this Lease) does not exceed the 
useful life of the Project. I 
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Section I I .  Nonanoro viation bv the Lessee 
I 

(a) In the eve] i that the Lessee fails, for any reason, to duly enact by June 30 of each Fiscal Year an 
appropriation ordinanr,' for the ensuing Fiscal Year which includes sufficient amounts authorized and directed 
to be used to pay all ;:ase Rentals to become due during the next ensuing Fiscal Year and all Additional 
Rentals then due and ;:ayable and estimated to become due and payable during the next ensuing Fiscal Year 
(as provided in Sectior, S), or upon the occurrence of an event described in subsection (b) of this Section, an 
Event of Nonappropri.'rion will be deemed to have occurred; subject, however, to each of the foilowing 
provisos: 

I 

(i) , The Lessor will declare an E,vent of Nonappropriation on any earlier date on 
which the Lz;sor receives official, specific written notice from the Lessee that this Lease will be 
terminated. 

(ii) Absent such notice from the L.essee, the L.essor will give written notice to the 
L.essee of ar. !: Jent ofNonappropriation, on or before the next July 10; but any failure of the Lessor 
to give such Atten notice will not prevent the L.essor from declaring an Event of Nonappropriation 
or the L.esso., r the Credit Facility Provider from taking any remedial action which would otherwise 
be available ' it. 

(iii). Subject to the terms of the Indenture, the Lessor may, with the prior witten 
consent of th! Credit Facility Provider, waive any Event of  Nonappropriation which is cured by the 
L.essee withi ' a reasonable time. 

(iv)$ The Lessor will waive any Event of Nonappropriation arising under subsection 
(a)(i) of this j;ection (other than an Event of Nonappropriation described in subsection (b) of this 
Section) whii:h is cured by the L.essee by June 30 of the Fiscal Year, by inclusion in a duly enacted 
nppropdatioi, ordinance sufficient amounts authorized and directed to be used to pay all Base Rentals 
to become diie during the ensuing Fiscal Year and all Additional Rentals then due and payable and 
all Additiona! Rentals estimated to be payable in the next ensuing Fiscal Year (as provided in Section 
8 )  

(b) If; &ring any Fiscal Year, any Lease R,ental Payments become due in excess of amounts 
included in a duly eycted appropriation ordinance for the payment of L.ease Rental Payments, tlien, in the 
event that moneys arc not specifically authorized and directed by the L.essee to be used to pay such L.ease 
Rental Payments by <?e earlier of June 30 of the then current Fiscal Year or 90 days subsequent to the date 
upon which such Le& R.ental Payments are due, an Event of Nonappropriation will be deemed to have 
occurred, upon noticeiiy the Lessor to the L.essee to such effect (subject to waiver by the Lessor as provided 
in subsection (a)@) c;''As Section). 

(c) If 2 . 1 ~  Event of Nonappropriation occurs, the Lessee will not be obligated to make payment 
of the Base Rentals Additional Rentals or any other payments provided for herein beyond the amounts 
specifically approprkted by the Lessee for the Fiscal Year during which such Event of Nonappropriation 
occurs; provided, howver, that, subject to the limitations of Section 28, the Lessee will condnue to be liable I for Base Rentals and,Additional Rentals allocable to any period during which the Lessee continues to use, 
occupy or retain poss,.ssion of the Project, 

i 
(d) Tl,: L.essee will in all events vacate and/or surrender the Project to the Credit Facility 

Provider by the Julj! i following an Event of Nonappropriation The surrender of any movable personal 
property comprising ;a portion of the Project will consist of delivering such property to the Lessor at a site 
witbin the jurisdictioi- of the Lessee selected by the Credit Facility Provider i; 

U&.m i (e) the occurrence of an Event of Nonappropriation, all amounts on deposit in the 
Lessee's L.essee Acqksition Account will be applied as provided in Section 13. After the expiration of the 
Fiscal Year during l.;i?ich an Event of Nonappropriation occurs, the Credit Facility Provider may proceed to 



repossess and liqui&+r or re-lease or otherwise dispose of the Project or m y  pomon thereof and may take one 
or any combination ci::Se steps described in Section 2s 

Section 12. -:.it to Acquire. Construct and hstall the Proiect and Lease to the Lessee. The Lessee 
will provide for completion c ; the acquisition, construction, installation and equipping of the Project by the Lessee 
as the agent of the Lessor. f?!,: Lessee agrees that it will do all things which may be necessary or proper for the 
construction, acquisition, inst-ilation and equipping of the Prqject, on behalf of the Lessor. So long as this Lease is 
4 full farce and effect and no ?vent of Default or Event of Nonappropriation has occurred, the Lessee will have full 
power to carry out the acts a r 2  agreements provided Ln this Section, and such power is granted and conferred under 
this Lease to the Lessee, and i accepted by the L.essee, and will not be terminated or restricted by act of the Lessor 
or the Trustee, except as PIC\ ed in this Section All contram relating to the Project are hereby assigned to the 
L.essor, When the constructi ;n, acquisition, installation and equipping of the Project have been completed, the 
L.essee Representative will de:,:ver a certificate to the L.essor stating that, except for amounts estimated by the Lessee 
R.epresentative to be necessaa for payment of any Costs of the Project not then due and payable, construction. 
acquisition, installation and :\iipping of the Project have been completed and all Costs of the Project have been 
paid and any amounts remaii>ug in L.essee's Lessee Acquisition Account shall be applied as required under the 
Indenture. 

Section 13 Disburr ~ ients from the Lessee's Lessee Acquisition Account. As long as no Event o f  
Nonappropriation or Event Default has occurred, and the Lessee's right to control acquisition, construction, 
installation and equipping of - e  Project has not otherwise been terminated. disbursements from the L.essee's Lessee 
Acquisition Account may be de to pay or reimburse the Lessee for Costs of the Project The Lessee must provide 
to the Lessor for approval, an: thereafter to the Trustee, a request for disbursement substantially in the form set forth 
in Exhibit F hereto. 

If an Event of Non. %rapriation or an Event of Default occurs prior to the completion of the Project or if 
the right of the Lessee to cofinol the acquisition, construction, installation and equipping of the Project has been 
otherwise terminated, amount: .on deposit in the L.essee's Lessee Acquisition Account may be utilized by the Lessor 
to complete the Project. , 

Section 14. =afi:oss: Damane: Destruction. Lessee assumes all risk of loss or damage to the Project 
from any cause whatsoever. '40 loss of or damage to, or appropriation by governmental authorities of, or defect in 
or unfitness or obsolescence :af, the Project will relieve Lessee of the obligation under this Lease L.essee will 
promptly repair or replace an.'? portions of Project lost, destroyed, damaged or appropriated which are necessary to 
maintain the Project in soundlJperating condition so that at all times during the Lease Term the Project will be able 
to carry out its intended funcfsms 

b 

The net proceeds o l i  m y  insurance policies, performance bonds, condemnation awards or net proceeds 
received as a consequence of {efault or breach of warranty under a construction contract or other contract relating to 
the Project will be depositedlin the Lessee's L.essee Acquisition Account, if received before the completion of the 
Project, or, if received therea'ter, to be deposited in a sepazate m s t  fund held by the Trustee and will be applied in 
the same manner described! in Section 13 The balance remaining after repair, zestoration, modification, 
improvement or replacement :,f the Project has been completed will be applied to satisfy payment of Lease Rental 
Payments. 

FACILITY PROVIDER {W THE OWNERS OF THE BONDS MAKE NO WARRANTY OR 
REPRESENTATION, EITHER. ECPRESS OR IMPLIED, AS TO THE VALUE, DESIGN, CONDITION, 
MER,CHANTABILITY OR  FITNESS FOR A PARTICUIAR PURPOSE OR FITNESS FOR USE OF' THE 

RESPECT TO THE PROlECir OR ANY PORTION THEREOF. 

I 

Section 15. =*er ofwarranties. THE LESSOR,, THE ISSUER, THE. TRUSTE.E, THE CREDIT 

PR,OECT OR ANY PORT~ON THEREOF OR ANY OTHER REPRESENTATION OR WARRANTY WITH 

i .  Section 16. Auditeti,Flnancial Report: Notice. The Lessee will provide the Lessor with a copy of the 
Lbssee's annual audited finc'xial report within thirty (30) days of its receipt by the Lessee. The L.essee will 
immediately notify the Less,)r, the Credit Facility Provider and the Trustee of any Event of Default or Event of 
Nonappropriation hereunder. ' 1 
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Section 17 m , . ' r t  and Lessee Renons The Lessor. the Trustee, the Credit Facility Provider and their 
respective authorized represc,.tatives shall at any time during normal business hours have the right to enter the 
premises where the Project rr:',.,' be located for the purpose of inspecting and examining the Prqject and its condition, 
use, and operation and die boc.js and records ofthe Lessee relating thereto 

Section 18 -,me of the Proiect bv the Lessee. The Lessee agrees that, at all  times during the Lease 
Term, the L.essee will maintdri, preserve and keep the Project or cause the Project to be maintained, preserved and 
kept, with the appurtenances a?d every pan and parcel thereof, in good repair, working order and condition, ordinary 
went and tear excepted, and ?;at the L.essee will from time to time promptly make or cause to be made all necessary 
and proper repairs, except a; otherwise provided in Section 14 The Lessor, the Issuer, the Trustee, the Credit 
Facility Provider and the ow:crs of the Bonds will not have any responsibility in any of these matters or for the 
making of any additions, mod.fications, improvements or replacements to the Project. 

Section 19 Iviodific;.iion of the Proiect: Installation of Equipment and Machinerv of the Lessee 
Following acquisition of the 'Jroject, L.essee will not make any alterations, additions, substitutinns or replacements 
to the Project which would h: "e an adverse effect on either the nature of the Project or the functionality or value of 
the Project, unless such altei.~ %ms, additions, substitutions, replacements or improvements may be readily removed 
without damage to the Proje Any alterations, additions or improvements to the Project which may not be readily 
removed without damage ti -he Project, and any substitutions or replacements, shall be and be considered to 
constitute a part of the Projer , 

The L.essee may a . ~ install machinery, equipment and other tangible property in or on die Project; 
provided that such machine equipment and other tangible property which becomes permanently affixed to the 
Project will be subject to t l  :. Lease if the L.essor reasonably determines that the Project would be damaged or 
impaired by the removal of s'. :h machinery, equipment or other tangible property. 

Section 20 -.;.is Reeardine Casualty. Public Liabilitv and Prooem Damaee Insurance The Lessee, 
at its expense, will cause casi:iIty and property damage insurance with a company or self-insurance fund acceptable 
to the Lessor to be carried ai:${ maintained with respect to the Project in an amount equal to the aggregate principal 
components of L.ease Rentail Payments payable during the maximum term of this Lease or the replacement cost 
(excluding foundations) of th; Project, if less than such principal components. Any casualty and property damage 
insurance policy required by this Section will name the Lessor, the Credit Facility Provider and the Trustee as 
additional named insureds art: will be so written or endorsed as to make losses, if any, payable to the Trustee (for 
application as provided in Section 14) 

I 

The Lessee will c .I :e public liability insurance to be carried and maintained with a company or self- 
iqsurance fund acceptable ti.. the L.essor with respect to the Project in such amount as is approved by the Lessor. 
Any public liability insuranr : policy required by this Section will name the Lessor, the Credit Facility Provider and 
the Trustee as additional nar d insureds. 

Section 21. NoEnmbrance .  Moneaee or Pledee ofProiect. The Lessee will not directly or indirectly 
create, incur, assume or suffri to exist any mortgage, pledge, lien, charge, encumbrance 01 claim on or with respect 
to the Project, unless specifi ly consented to in writing by the Credit Facility Provider. 

Section 22. Letter c:i Credit. If required by the Credit Facility Provider, the Lessee, prior to or 
simultaneously with the exwution and delivery of this Lease, shall cause a letter of credit, satisfactory in form and 
substance to the Credit Faci!ity Provider, to be issued by a bank satisfactory to the Credit Facility Provider (an 
"Approved Bank") in favor c'< die Trustee as security for the obligations of the Lessee under this Lease. 

i Section 23. m m n e n t  bv Lessor As security for the payment and performance by the Issuer and the 
Lessor of all of their obligat.ons under the Indenture and the Credit Facility Agreement, including padcularly the 
payment of the principal of.Jpremiur& if any, and interest on the Bonds and the payment of all amounts due or to 
become due under the Credi(. Facility Agreement, the Lessor has assigned to the Trustee, under and pursuant to the 
Indenture, all of the Lessor.; nght, title and interest in, to and under this Lease and any Collateral Documents, 
including but not limited to 'he right to receive the Lease Rental Payments and other amounts due hereunder The 
Lessee acknowledges and ?.;lees that this assignment will entitle the Trustee and the Credit Facility Provider to 
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enforce any obligation of the ' s s e e  hereunder and to exercise any remedy or' right of the L.essor hereunder. The 
Lessee further acknowledges ':d agrees that, as provided in the Indenture, the function of the "L.essor" under this 
Lease may be performed by t i ; ,  Program Administrator (which may be a person or entity other than the L.essor) and 
its agents and representatives. 

After the occurrence f an Event of Default or an Event of Nonappropriation (and the honoring by the 
Credit Facility Provider of a awing under the Credit Facility relacing thereto, as more fully described in the 
Iqdenrure), this L.ease will be issigned by the Lessor and the Trustee to the'credit Facility Provider. The Lessee 
acknowledges and consents ttJ':.ny such assignment; and tile L.essee acknowledges and agrees that upon any such 
assignment, (a) the Credit FaL.lity Provider will be the "Lessor" under this Lease for all purposes of this L.ease, (b) 
all references in this Lease tL 'the "Lessor" or the "Trustee" will be deemed to be references to the Credit Facility 
Provider, (c) all obligations E;' rhe Lessee under tius L.ease will be for the sole and exclusive benefit of the Credit 
Facility Provider and (d) all i q m e n t s  to be made by the Lessee under this Lease will be made to or upon the 
direction of the Credit Facility povider 

Section 24. 'nt and Subleasine by the Lessee. f i s  Lease may not be assigned by the L.essee for 
any reason. The Project ma. 5 ,  subleased by the L.essee, as a whole or in part, but only with the prior ~ t t e n  
consent of the L.essor and the : edit Facility Provider 

Section 25 Purchasr ::.j&xj The Lessee may, in its discretion, prepay in full its Lease Rental Payments 
under the Lease by paying to he Lessor the Optional Prepayment Price with respect to the Lease The Optional 
Prepayment Price shall be us,. : 1s provided in the Indenture Upon payment of the Optional Prepayment Price, the 
Lessor will transfer and convc the Project to the Lessee pursuant to Section 4 hereof, 

Section 26. Release >.td Indemnification Covenants. To the extent permitted by law, the L.essee will and 
hereby agrees to indemnify an? save the Lessor, the Trustee and the Credit Facility Provider (each, an "Indemnitee") 
harmless against and from an\. or all claims. by or on behalf of any person, firm, corporation or other legal entity, 
and all liabilities, obligation::,f losses and damages whatsoever, regardless of the cause thereof and the expenses, 
penalties and kes in connectti n therewith (including counsel fees and expenses), arising from or as a result of the 
operation, ordering, ownersh;p, acquisition, construction, use, condition, delivery, rejection, storage, r e h m  or 
management of the Project d.i;.ing the Lease Term, or the entering into of the Lease or any other document or 
instrument relating thereto (chectively, "Indemnified Claims"), including, but not limited to: (i) any condition of 
the Project; (ii) any act of negl:::ence of the Lessee or of any of the agents, contractors or employees or any violation 
of law by the L.essee or breacii <)f any covenant or warranty by the Lessee hereunder; (iii) any accident in connection 
therewith resulting in damagi to property or injury or death to any person; and (iv) the incu ing  of any cost or 
expense in connection with t ' , '  acquisition of the Project in excess of the moneys available therefor in the Lessee's 
L e w e  Acquisition Accoimt. (1.0 the extent permitted by law, the L.essee will indemnify and save each Indemnitee 
harmless fiom any such Indi iified Claim, or in connection with any action or proceeding brought thereon and, 
upon notice from such Indemi'.tee, will defend or pay the cost of defending such Indemnitee, in any such action or 
proceeding I 

I . .  The indemnification {iising under this Section will continue in full force and effect notwithstanding the full 

Section 27 Events or Default Defined, The following will be "Events of Default" under this Lease and the 
term "Event of Default'' or "$cfault" will mean, whenever it is used in this Lease, any one or more of the following 
events: 

payment of all obligations undzr this Lease or the termination of this Lease for any reason. 

I (a) Failure b$ the Lessee to pay any L.ease Rental Payments at the time specified herein; 

(b) failure 4) the Lessee to vacate or surrender the Project by the July 1 following an Event of 
Nonappropnation as provided in Section 1 I ;  

I 
I 

(c) failure b i  the Lessee to observe or perform any covenant, condition or agreement on its part to be 
observed or performed, other than referred to in subsection (a) or (b) of this Section, for a period of 30 days 

i 
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after written notice si.ccifymg such failure and requesting that it be remedied wjll have been given to the 
L.essee by the Lessor : .Jess the L.essnr agrees in writing to an extension of such time prior to its expiration. 

Promptly after any pr ncipal executive or financial officer of the Lessee has obtained actual knowledge of 
any Event of Default or Eveni'if Nonappropriation hereunder, the L.essee will immediately notify the Lessor and the 
Credit Facility Provider of suc i\ Event of Default or Event of Nonappropriation. 

Section 28 Remedie', on Default. Whenever any Event of Default has occurred and is continuing, the 
Lessor may (or upon direction:of the Credit Facility Provider shall) or the Credit Facility Provider may, without any 
further demand or notice, take ;?ne or any combination of the following remedial steps: 

(a) Terninate the Lease Te rn  and give notice to the L.essee to vacate or surrender the Project 
within 60 days from ti E date of such notice; 

(b) sell 'x [e-lease the Project or any portion thereoc 

(c) rec' w r  fiom the Lessee: 

(i) 3 L.ease Rental Payments which would otherwise have been payable hereunder during 
any period ' . vhich the Lessee continues to use, occupy or retain possession ofthe Project; and 

(ii ., ease Rental Payments which would otherwise have been payable hereunder after the 
Lessee vac:. .:$ or surrenders the Project during the remainder of the fiscal year in which such Event 
of Default 0. .ms; or 

(d) tal:( whatever action at law or in equity may appear necessary or desirable to enforce its 
rights in and to the Piaject under this Lease and any Collateral Documents (including, without limitation, the 
right to possession o f  the Project and the right to sell or re-lease or otherwise dispose of the Project in 
accordance with appl cable law), subject, however, to the limitations contained in this Lease with respect to 
the Lessee's oh1igatio:is upon the occurrence of an Event of Nonappropriation; andlor take whatever action at 
law or in equity may appear necessary or desirable to enforce perfomnce by the Lessee of the applicable 
covenants and agret'nents of the L.essee under this Lease (subject, however, to the limitations thereon 
contained in this L.ea 

No remedy herein ct'nferred upon or reserved to the Lessor is intended to he exclusive, and every such 
remedy will be cumulative ai. ; will be in addition to every other remedy given hereunder and every remedy now or 
hereafter existing at law or it! iuity No delay or omission to exercise any right or power accruing upon any default 
will impair any such right or sower and any such right and power may be exercised from time to time and as often 
as may be deemed expedien: I f  any agreement contained herein should be breached by either party and thereafter 
waived by the other party, si i ' i  waiver will be limited to the particular breach so waived and will not be deemed to 
waive any other breach hereiti:i!er. 

and to recover damages for the breach thereof. 

The L.essee will ret!: , n liable for all covenants and obligations under this L,ease, and for all legal fees and 
other costs and expenses, incl~ding court costs awarded by a court of competent jurisdiction, incured by the Lessor 
with respect to the enforcemeht of any of the remedies under this Lease, when a court of competent jurisdiction has 
finally adjudicated that an E. irit of Default has occurred. 

i 
The Lessor and the 'Lessee agree, to the extent permitted by law, that in the case of a termination of the 

L.ease Term by reason of an '-vent of Default, neither the Lessor nor the Lessee nor any one claiming through or 

extension or redemption law,. now or hereafter in force in order to prevent or hinder the enforcement of this L.ease; 
and the L.essoc and the L.esss/:, for themselves and all who may at any time claim through or under either of them, 
each hereby waives, to the full extent that it may lawfully do so, the benefit of all such laws. 

under either of them will ofi s" will set up, claim or seek to take advantage of any appraisement, valuation, stay, 



In the event that the ~ s e e  defaults under any of the provisions hereof and the Lessor, the Trustee or the 
Credit Facility Provider empk.:,s attorneys or incurs other expenses for the collection of Lease Rental Payments, or 
the enforcement of p e r f o m r  :e or observance of any obligation or agreement on the part of the Lessee herein 
contained, the Lessee agrees t l n t  it will appropriate funds for and pay on demand therefore to the Lxssor, the Trustee 
or the Credit Facility Provide s applicable, the fees of such attorneys and such other expenses so incurred by the 
Lessor, the Trusree or the CreL ;! Facility Provider, if applicable 

Section 29. i l l  notices, certificates, reqbests or other comniunications hereunder will be 
sufficiently given and will be il writing and mailed (postage prepaid, and certified or registered with r e m  receipt 
requested) or delivered (inclucing delivery by courier service) as follows: if to the I.essor, to K,entucky Association 
of Counties Leasing Trust, 90 King's Daughters Drive, P 0 Box 4207, Frankfort, Kenlucky 40604-4207, 
Attention: Executive Directa , if to Issuer, to Pendleton County, 233 Main Street, Room 4, Falmouth, Kentucky 
41040, Attention: County Jut ;:e/Executive, if to Trustee, to Bank One, Kentucky, NA, 426 Jefferson, Louisville, 
K,entucky 40232, Attention: I. :irporate Trust Department,' if to Credit Facility Provider, to Commonwealth Bank of 
Australia, New York Branch, !!9 L.exington Avenue, 18th Floor, New York, New York 10022, Attention: L.ending, 
i f  to the Lessee, to the ad&> ss shown on the cover page hereof. Any of the foregoing may, by notice given 
hereunder to each of the other designate any futher or different addresses to which subsequent notices, certificates, 
requests or other cnmunl r  ations will be sent hereunder. All notices, certificares, requests and other 
communications pursuant to ' is L.ease will be effective when received (if given by mail) or when delivered (if 
given by delivery). 

Section 30 .Its, Chanees and Modifications_. Except as provided in Section 8 with respect to 
Exhibit B, this Lease may noi be amended, changed, modified or altered, or' any provision hereof waived, without 
the written consent of the L.es I r and  the Lessee 

Section 3 1. Third P:I tv Beneficiary No person other than a party hereto, the Trustee and the Credit 
Facility Provider, will have ax; right, remedy or claim under or by reason of this Lease or otherwise be a third party 
beneficiary of any rights, remi iies, claims or agreements hereunder The parties hereto acknowledge ond agree that 
the Credit Facility Provider vi I1 be a third party beneficiary of all rights, remedies, claims or agreement hereunder, 
with the right to enforce the same, with the same effect as though the Credit Facility Provider was a party hereto. 

Section 32. w j j n  of Interest Rate. If this Lease or any portion hereof constitutes a Variable L.rase, 
the Lessee may elect to hav? the interest rate under this L.ease converted to a fixed rate upon the terms and 
conditions set forth in the 1na:nture; provided, however, that the Lessee must have appropriated sufficient funds to 
pay all Lease Rental Paymen's due in accordance with the amendment to Exhibit B to be delivered in connection 
with such conversion (as desr '1')ed in Section 8). 

Section 33. Lessee .:-:: knowledement of the Bonds and Credit Facility The L.essee acknowledges (i) that 
this Lease and the financing i': the L.essor of the Project is a parr of the Program; (ii) that the payment and purchase 
of the Bonds is supported by ,,e Credit Facility issued by the Credit Facility Provider; and (iii) that the L.ease Rental 
Payments under this L.ease, t:,::ether with lease rental payments under all other leases entered into by Lessors under 
the Program, are and will be 'Ipplied to (A) pay the principal and premium, if any, and interest on the Bonds, (B) 
reimburse the Credit Facility :'rovider for all amounts paid by it under the Credit Facility to pay the Bonds, (C) pay 
interest, fees and other amoutjts due and owing to (including advances made by) the Credit Facility Provider under 
the Credit Facility Agreemeni. and (D) pay all other costs and expenses of the Program The L.essee acknowledges 
and consents to the assignmerFi. by the Issuer, pursuant to the Indenme, and by the Lessor, pursuant to the Indenture 
and Section 23 hereof, to the ,Trustee, for the equal and ratable benefit of the Owners of the Bonds, of all right, title 
and interest ofthe Issuer and $e L.essor, respectively, in, to and under this L.ease 

will, from time to time, at :$e Lessee's expense, execute, acknowledge and deliver, or cause to be executed, 
acknowledged and delivered,pch supplements hereto and such further instruments as may reasonably be required 
for correcting any inadequat; or incorrect description of the Project hereby leased or intended so to he, or for 
otherwise car r jng  out the inr.. ntion bereof: 

Section 34. m.. :ssurances and Corrective Instruments The Lessor and the L.essee agree that they 

j 
i 
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Section 35.  &.pesentative Whenever under the provisions hereof the approval of the Lessee is 
required to take some action : . the request of the L.essor, unless otherwise provided, such approval or such request 
will be given for the Lessee ; 'y the Lessee Representative and the Lessor will be authorized to act on any such 
approval 0: request. 

Section 36 Waivers! In the event that any agreement contained herein should be breached by either party 
and thereafter waived by the (he r  party, such waiver will be limited to the particular breach so waived and will not 
be deemed to waive any othe; breach hereunder The Lessor may not waive any breach by the L.essee hereunder 
without the written consent of::he Credit Facility Provider 

Section 37 Iv1iscell:i:ieous This Lease will inure to the benefit of and will be binding upon the Lessor and 
the Lessee and their respecti;; successors and assigns (including, without limitation, security assigns). This Lease 
may be simultaneously exec>:?-d in several counterparts, each of which will be an original and all of which will 
constitute but one and the sar'ic insaument Tius Lease will be governed by and construed in accordance with the 
laws of the State. The captioi;i or headings herein are for convenience only and in no way define, limit or describe 
the scope or intent of any c' (wisions or sections of this Lease, If any provision of this Lease, other than the 
requirement of the Lessee i pay L.ease Rental Payments and the requirement of the L.essor to provide quiet 
enjoyment of the Pmject and , convey the Project to the Lessee under the conditions set forth herein, is held invalid 
or unenforceable by any COI ' of competent jurisdiction, such holding will not invalidate or render unenforceable 
any other provision hereof 

M WITNESS WHI EOF, the L.essor has executed this Lease in its name; and the L-essee has caused this 
Lease to be executed in its ni+e and attested by duly authorized officers thereof. All of the above are effective as of 
the date first above written. ! 

ICENTUCICY ASSOCIATION OF COUNTIES LEASING 
TRUST, as Lessor 

By: 
Grant Sanerly. Program Director 

I 

r 
[,ma &2.Q.nt 

By: T d a  Doom, Fiscal Coi;:t Clerk 
F 
! 

COUNTY OF LIVINGSTON, KENTUCKY, as Lessee 



EXHTBIT A 

DESCRIPTION OF PROJECT 
(including site descnpnon) 

ESTIMATED COST OF THE 'ROJECT $3.300.000 

ESTIMATED DATE OF CO:\l?LETION OF THE PROJECT: 

DESCRIPTION 

To finance tli, ilurchase of all capital assets of the Ledbetter Sanitation District. 

I 
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EXHIBIT B 

LEASE RENTAL PAYMENTS 
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EXHIBIT C 

A RESOLUTION k,:PROVING A L.EASE FOR. THE. FINANCING OF A PROJECT AND 
AUTHORIZING TI-?; EXECUTION OF VARIOUS DOCIJMENTS RELATED TO SUCH 
E A S E  

WHEREAS, the gov'ming body of the County of L.ivingstoo, Kentucky (the "Lessee") has the power, 
g. of the K.entucky Revised Statutes to enter into lease agreements with or without pursuant to Section 65,940 

the option to purchase in order [o provide €or the use of property for public purposes; 

WHEREAS, the go\' r i n g  body of the L.essee (the "Governing Body") has previously determined, and 
liereby further determines, thar h e  Lessee is in need of the Project, as defmed in the Lease hereinafter described; 

WHEREAS, the Go,., ming Body bas determined and hereby determines that it is in the best interests of the 
L.essee that the L,rssee and tb,; Kentucky Association of Counties Leasing Trust (the 'Tessor") enter into a Lease 
Agreement (the "Lease") for t l ic  leasing by the L.essee from the Lessor of the Project; 

NOW THEREFOh- BE IT ORDERED AND RESOLVED BY THE FISCAL COURT OF THE 
COUNTY OF L,IVINGSTON,, [KENTUCKY: 

Section 1 ,  Recitals ,.ad Authorizatioq. The Lessee hereby approves the Lease Agreement (the 'Yease") 
and all Collateral Documents, as defined in the Lease, each in substantially the form presented to this Governing 
Body. It is hereby found m u  determined that the Project identified in the L.ease is public property to be used tor 
public purposes. It is further letermined that it is necessary and desirable and in the best interests of the L,essee to 
enter into the Lease for the purposes therein specified, and the execution and delivery of the t.ease and ail 
representations, certifications ,.bad other matters contained in the Closing Memorandum with respect to the Lease, or 
as may be required by the Le 01 prior to delivery of the L.ease, are hereby approved, ratified and confirmed The 
County .iudge/Executive and scal Court Clerk of the Lessee are hereby authorized to execute the Lease, together 
with such other agreements or certifications which may be necessary to accomplish the transaction contemplated by 
the Lease, 

Section 2 .  -1. .:L If any section, paragraph or provision of this Resolution shall be held to be invalid 
or unenforceable for any rea:. '1, the invalidity or unenforceability of such section, paragraph or provision shall not 
affect any of the remaining p 

Section 3 

isions of this Resolution 

!. &. This Governing Body hereby finds and determines that all formal actions 
relative to the adoption of i . j  Resolution were taken in an open meeting of this Governing Body, and that all 
deliberations of this governin; Body and of its committees, if any, which resulted in formal action, were in meetings 
open to the public, in full corrnliance with applicable legal requuements 

Section 4 Conflicrs., All resolutions, orders or paits thereof in conflict with the provisions of this 
Resolution are, to the extent r i such conflict, hereby repealed and the provisions of this Resolution shall prevail and 
be given effect 

Section 5 Effective.DD, This R.esolution shall take effect from and after its passage, as provided by law 
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INTR,ODUCED, SECONDED .Li.ID ADOPTED, at a duly convened meeting of the Governing Body, held 
, signed by the ::ounty JudgeiExecutive of the Lessee, attested by the Fiscal Court Clerk, on 

filed and indexed as provided by law. 

COUNTY OF LIVINGS?ON, KENTUCKY, as Lessee 

By: 

Attest: 

.. 

By: T m  Doom Fiscal Court Clerk 

'I 
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CERTIFIED PUBLIC ACCO~JNTANTS 
60 Lakeview Drive, Suite 1 Paducah, KY 420'>1 

Phone: (270) 554-9190 Fax: (270) 554-966i 

INDEPENDENT AUDITORS' REPC CT 

Board of Commissioners 
Ledbetter Sanitation District 
Ledbetter, Kentucky 

We have audited the accompanying Statement ofNet Assets of Ledbetter Sanit m District as of 
December 3 1,2006, and the related Statements of Revenues, Expenses and Cha p s  in Net Assets and 
Statement of Cash Flows for the year then ended. These financial statements B he responsibility ofthe 
Sanitation District's management. O w  responsibility is to express an opinion or hese financial statements 
based on our audit. 

We conducted our audit in accordance with auditing standards generally accepte 3 in the United States of 
America and the standards applicable to fmancial audits contained in Governnrer 'tal Artdifing Sfmrdurds, 
issued by the Comptroller General of tlie United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statemen& k "G free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accc.unting principles used and 
significant estimates made by management, as well as evaluating the overall fineircial statement 
presentation. We believe that our audit provides a reasonable basis for OUT opir,', .,I. 

In our opinion, the financial statements referred to above present fairly, in all n 
position of Ledbetter Sanitation District, as of December 3 1,2006, and the resu 
cash flows for the year then ended, in conformity with accounting principles ge 
United States of America 

The management's discussion and analysis and budgetary comparison informat i on pages 2 tluough 6, 
and page 16, are not a required part of the basic financial statements but are sup; ;ementary information 
required by accounting principles generally accepted in the United States of An:+rica. We have applied 
certain limited procedures, which consisted principally of inquires of managemcii: regarding the methods 
of measurement and presentation of the required supplementary information Hcwever, we did not audit 
the information and express no opinion on it. 

In accordance with Goverrtnrenf Aitdifing Sfundards, we have also issued our rerort dated September 9, 
2008, on our consideration of the Ledbetter Sanitation District's internal contro! 'aver financial reporting 
and our tests of its compliance with certain provisions of laws, regulations, con t ids ,  and grants That 
report is an integral part of an audit performed in accordance with Gover7rsrerrf A irdifirig Sfarrdards and 
should be read in conjunction with this report in considering the results of our au 3it. 

rial respects tlie financial 
of its operations and its 
-ally accepted in the 

Paducah, Kentucky 
September 9, 2008 
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LEDBETTER SANITATION DISTRB CT 
LEDBETTER, ICENTUCICY 

MANAGEMENT'S DISCUSSION AND AD ALYSIS 
FOR T W  YEAR ENDED DECEMBER 31.20 Ki 

This discussion and analysis of the Ledbetter Sanitation District (tl e Distiict) is offeied 
by management as a narrative overview of the financial activities o F the District for the 
year ended December 3 1,2006. This information should be consi~'1:red in conjunction 
with the District's financial statements that follow 

Financial Highlights 
0 

0 

Operating Revenues increased by $1 1,845, or 4.3%. 
Operating expenses, less depreciation, increased by $33,35' or 21%. The most 
notable factors were an increase in salaries and benefits of '  !0,990 (34%), and an 
increase in repairs and maintenance of $18,602 (266%). 
Operating income excluding depreciation, decreased by $21 510, or 18% 
This year the District was again unable to service the debt to the Kentucky 
Infrastructure Authority (KIA). Progress has been made or  .estructuring this 
debt. The District has started making some interest paymem. Interest expense 
on capital debt increased by $83,087. 
The District was again unable to make their scheduled annil i 1  deposit to its Repair 
and Maintenance Reserve account of $22,000. 

0 

* 

0 

Using This Annual Report 
This annual report consists of a series of financial statements: The atement of Net 
Assets, The Statements of Revenues, Expenses and Changes in Ne ksets  and The 
Statement of Cash Flows. These statements provide information a aut the activities of 
the District and present a long-terni view of the finances. 

The Statement of Net Assets 
The Statement of Net Assets includes all the District's assei,: and liabilities and 
provides information about the nature and amounts of inve::!i:nents in resources 
(assets) and obligations to creditors (liabilities). The differeiice between assets 
and liabilities is reported as net assets. Over time increases ,or decreases in net 
assets may serve' as a useful indicator of whether the financi >.I position of the 
District is improving or deteriorating. 
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Ledbetter Sanitation District 
Management Discussion and Analysis 

The Statement of Revenues, Expenses and Changes in I\ et Assets 
The Statement of Revenues, Expenses and Changes in Net .issets identifies 
revenues generated, expenses incurred and net assets chang-d during the period 
reported. This statement measures the success of the Distri :t’s operations ovel 
the reporting period and can be used to determine if the Di:.irict has successfully 
recovered all its cost through its water rates and other cha~~ ,es .  

The Statement of Cash Flows 
The Statement of Cash Flows provides information relating to the District’s cash 
receipts and cash disbursements during the fiscal year. Thi. statement reports net 
changes in cash resulting from opemtions, investing, and f:i (axing activities and 
helps the user assess where cash came from, what cash wa - ised for, and what 
changes occurred in cash balances during the reporting per 3. 

The Management Discussion and Analysis is intended to explain t’ 2 significant changes 
in financial position and differences in operation between the curri~ at and prior years: 
When possible, significant changes from the prior year are explair i in the following 
paragraphs. 

A condensed version of the Statement of Net Assets at December i 1 ,  2006, follows: 

Net Assets at Year End 
Assets: 

Cash ; 285,207 
Receivables 18,704 
Other current assets 11,301 
Utility plant, less accumulated depreciation 3,152,377 

Total assets 3,467,589 

Liabilities: 
Accounts payable 
Accrued expenses 
Long term debt 

Total liabilities 

Net assets: 
Capital assets, net of related debt 
Restricted for debt service 
Unrestricted 

Total net assets 

6,064 
52,692 

3,320,000 

? 3,378,756 

S (167,623) 
124,970 
131,486 

- 88,833 



Ledbetter Sanitation District 
Management Discussion and Analysis 

A condensed version of the Statement of Activities follows: 

Operating revenues: 

Operating expenses: 

Operating income 

Nonoperating revenue and expense 

Cliange in net assets 

Beginning net assets 

Net assets, December 31,2004 

Capital Assets 

Capital assets at year end: 

Land 
Utility assets 
Funiture and equipment 
Vehicles 

$ 276,103 

267.169 

8,934 

(10,422) 

(1,488) 

90,321 

$ 88,833 

$ 97,860 
3 922,026 

63,591 
38 465 

$ ,' !21,948 
-A 

Less: Accumulated depreciation I ,9= 

$ 52,311 
_ j _ _ -  

At December 31, 2006, the District had $3,152,377 invested in cay 11 assets, including 
utility assets, buildings, furniture and equipment, and vehicles. 

Budgetary Highlights 
The District operates its general activities in accordance with a budilet adopted by its 
Board. Furthermore, the District is required by its Revenue Bond F (:solutions to adopt an 
annual appropriation budget for its general operating activities. Thii District's operating 
revenue was $22,492 less than budgeted. With the exception of the depreciation, 
operating expenses were $26,823 more than budgeted. 
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Ledbetter Sanitation Distxict 
Management Discussion and Analysis 

Currently Known Facts, Decisions or Conditions 
During 2006 the Ledbetter Sanitation District began malting interec,t payments to 
Kentucky Association of Counties (KACo). The interest rate was triginally set at 2.9%. 
However, because of delays in finalizing the financial arrangement :, over which the 
District had no control, KACo raised the interest rate to 4.3%. KAf3o agreed to hold 
monthly payments to the dollar amount set up by the Interlocal Agr:ement, but the 
District will, in the end, pay the increase in interest. 

When refinancing is complete the District should owe KIA approxi nately $2,326,000 at 
a rate of 0.0% interest, and it will owe !SAC0 approximately $1,00( ,000 at a rate of 2.9% 
interest. The District awaits the completion of this process. 

Contacting the District’s Financial Management 
This Financial Report is designed to provide a general overview os <le District’s 
Finances, comply with finance-related laws and regulations, and dr ionstrate the 
District’s commitment to public accountability. If you have any qi stions about the 
report or need additional information, contact the District Managel :the address below: 

District Manager 
Ledbetter Sanitation District 
1483 US Highway 60 West 
Ledbetter, Kentucky 42058 
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LEDBETTER SANITATION DISTRICT 
STATEMENT OF NET ASSETS 

As of December 31,2006 

ASSETS 

CURRENT ASSETS 
Cash and cash equivalents 
Accounts receivable 
Receivable from Water District 
Other current assets 

$ 235,698 
17,921 
44,244 
4,062 

30 1,925 

CAPITAL ASSETS 
Utility plant in service 
Less accumulated depreciation 

4,124,665 
(1,079,682) 
3,044,983 

$ 3,346,908 Total assets 

LIABILITIES 

CURRENT LIABILITIES 
Notes payable - short term portion 
Accounts payable, trade 
Other accrued expenses and current liabilities 

$ 116,304 
24,680 
14,383 

155,367 
NONCURRENT LIABIL.ITIES 

Sanitation district (revenue bonds) 

Total liabilities 

3,209,774 

$ 3,365,141 

NET ASSETS 

Invested in capital assets, net of related debt 
Restricted for debt service 
Unrestricted 

Total net assets 

$ (281,095) 
126,911 
135,951 

$ (18,233) 

See accompanying notes to basic financial statements 
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LEDBETTER SANITATION DISTRICT 
STATEMENTS OF REVENLJES, EXPENSES AND CHANG"C; IN NET ASSETS 

For the Year Ended December 3 1,2006 

OPERATING REVENUES: 
Sewer revenue 
Miscellaneous revenues 

Total operating revenues 

OPERATING EXPENSES: 
Salaries and benefits 
Chemicals 
Utilities 
Maintenance and repairs 
Operating Supplies 
Travel and training 
Depreciation 
Office supplies & expense 
Professional fees and outside services 
Vehicle Expenses 
Insurance 
Meter reading 
Wastewater testing 
Miscellaneous 

Total operating expenses 

OPERATING INCOME 

NON-OPERATING REVENUES (EXPENSES): 
Interest income 
Interest expense 

Net non-operating expenses 

CHANGE IN NET ASSETS 

Net assets, beginning-of-year 

Net assets, end-of-yea 

$ 282,170 
5,778 

287,948 

81,884 

23,898 
25,591 
13,846 

9,454 

110,111 
8,808 
6,946 
8,785 
3,803 
5,419 
3,173 

264 

301,982 

(14,034) 

943 
(93,975) 

(93,032) 

(107,066) 

88,833 

$ (18,233) 

See accompanying notes to basic financial statements 
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LEDBETTER SANITATION DISTRICl 
STATEMENT OF CASH FLOWS 

For the Year Ended December 31,2006 

CASH FLOWS FROM OPERATING ACTIVITIES 
Receipts from customers $ 288,731 
Payments to suppliers (1 66,685) 
Payments to employees (81,884) 

40,162 Net cash provided by operating activities 

CASH FLOWS FROM CAPITAL AND RELATED FINANCING 'CTIVITIES 
Acquisitions of capital assets 
Principal paid on capital debt 
Interest paid on capital debt and customer deposits 

(27  17) 
6,078 

(93,975) 

Net cash used by capital and related financing activities (90,614) 

CASH FLOWS FROM N E S T I N G  ACTIVITIES 
Interest on investments 

Net cash provided by investing activities 

Net increase in cash and cash equivalents 

Cash and cash equivalents, beginning-of-year 

Cash and cash equivalents, end-of-year 

943 

943 

(49,509) 

285,207 

$ 235,698 

RECONCILIATION OF OPERATING INCOME TO NET CASH iOVIDED 
BY OPERATING ACTIVITIES: 

Operating income $ (14,034) 

Adjustments to reconcile operating income to net cash provided by ,perating activities: 

Depreciation expense 
Changes in assets and liabilities: 

(Increase) decrease in accounts receivable 
(Increase) decrease in other current assets 
Increase (decrease) in accounts payable trade 
Increase (decrease) in customer deposits 
Increase (decrease) in accrued expenses 

Net cash provided by operating activities 

110.1 11 

783 
(37,005) 
18,616 

(42,009) 
3,700 

$i 40,162 

See accompanying notes to basic financial statements 
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, 
LEDBETTER SANITATION DISTII,’ ICT 
NOTES T O  THE FINANCIAL STATEMIJ’NTS 

For the Year Ended December 31,2000 

Note A -Entity 
The Ledbetter Sanitation District was organized as a special distric; in accordance with KRS 
65.005 on January 7, 1964. The goveining body of the district is rr,:tde up of foul 
commissioners and a secretary-treasurer. 

Note B - SUMMARY OF SIGNIFICANT ACCOUNTING P O  ICIES 
Accountincr Method 
The Ledbetter Sanitation District maintains its books, and these fin, !,cia1 statements are 
presented, on the accrual basis of accounting. The significant accoc,.iting policies, as 
summarized below, are in conformity with generally accepted accr . iting principles as 
applicable to governmental units as prescribed by the governmenta: iccounting Standards 
Board (GASB) unless those principles conflict with or contradict C .SB pronouncements, in 
which case, GASB prevails. 

Basis of Presentation 
The Ledbetter Sanitation District implemented GASB Statement NG” 34, “Basic Financial 
Statements-and Management’s Discussion and Analysis - for state : ird local Governments” in 
2004, which establishes a new financial reporting model for state a;? i local governments. 
Changes instituted in Ledbetter Water District’s financial reporting !I 2004 include: 

Accounts Receivable 
Customer accounts receivable represent gross receivables due from xstomers. No allowance 
for doubtful accounts has been provided since it is believed that the .lalance in accounts 
receivable is collectible. The effect of using this method rather tha he allowance method is 
immaterial. 

Canital Assets 
Capital Assets consist of property, plant and equipment necessary f~ administration and 
operation of a wastewater treatment utility. Capital assets are recoi s.d at cost and 
depreciation is calculated using the straight-line method over the es nated useful lives of the 
various classes of assets as follows: 

Years 
35-50 Utility plant 

Office h i s h i n g  and equipment 5-10 

Canital Contributions 
Contributions in aid of construction are derived from two main souii:es: 1) developers, when 
they construct and pay for sewer lines and then donate these additiox to the District; and 2) 
other government, in the form of grant contributions for property, pi :n or equipment. 
Developer contributions are recorded at the developer’s cost and WE depreciated over their 
estimated useful lives using the straight-line-method. 

- 10. 



LEDBETTER SANITATION DISTK ICT 
NOTES TO THE FINANCIAL STATEMT rJTS 

For the Year Ended December 31,200i 

NOTE B - SUMMARY OF SIGNlFICANT ACCOUNTING PCbLICIES (Continued) 

Use of Estimates 
The prepaiation o f  financial statements in conformity with generall: accepted accounting 
principles requires management to make estimates and assumptions that affect certain 
iepoIted amounts and disclosures. Accordingly, actual results coulc differ from those 
estimates. 

NOTE C - CAPITAL ASSETS 
Capital asset activity for the year ended December 3 1,2006 was as ;,llo\~s: 

Capital assets not being depreciated: 
Land 

Total capital assets not being depreciated 

Other Capital Assets 
Utility assets (pipes, pumps, plants, structures) 
General and office equipment 
Vehicles 

Total other capital assets at historical cost 

Less accumulated depreciation 

Other capital assets, net 

Total capital assets, net 

Beginning Ending 
Balance Increasr - Decreases Balance 

$ 97,860 - - $  - $  97,860 

97,860 __ 97,860 

3,922,026 3,922,026 
63,597 117 66,3 14 

__ 38,465 38,465 

4,024,088 2 '17 4,026,805 

__ 

(969,571) (11C 11) (1,079,682) 

3,054,517 (10; E )  2,947,123 

$ 3,152,377 $ (lo_! Lrt) $ - $ 3,044,983 - 

NOTE D -NOTES PAYABLE 
The District acquires debt to provide funds for the acquisition and cmstruction of utility 
capital assets. At the beginning of 2OO5 the district's note of $3,343 178 to the Kentucky 
Infrastructure Authority (KIA) was in default and the district was ni, ;otiating with KIA to 
restructure the note. During the year KIA extended the district a sha: it term note of 
$3,320,000 to pay off the original note, and to facilitate the restructLring of the financing 
through KIA and the Kentucky Association of Counties (KaCo). Til- district paid interest 
payments on this short term loan through the year end. 
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LEDBETTER SANITATION DISTI: ICT 
NOTES TO THE FINANCIAL STATEMlqNTS 

For the Year Ended December 31,200rt 

Subsequent to year end the note restructuring was completed and 11.1 ’v repayment schedules 
were negotiated. The ultimate result ofthe restructure is a note to H A  and a capital lease to 
the KACo with details as follows: 

Kentucky Association ICeii.!JclZy lnfrasttuctur e 
of Counties (ICACo) ?uthority (KIA) 

Principal amount borrowed $ 1,000,000 $ 2,326,078 

Interest rate 5.032% Zero 

364 months 240 months Term 

Paid Monthly Semi Annually 

Principal payments begin 2/20/20 1.3 6/1/2007 

NOTE D -NOTES PAYABLE, (Continued) 

The new capital lease to KACo capitalizes a portion of the interest c dculation for the first 59 
payments, reducing the monthly payments required to be paid by th! district for those months 

The following is a schedule of future minimum lease and principal 1 :quirements for the 
capital lease and note shown above. 

Yeat 
Ended 
2007 
2008 
2009 
2010 
2011 
2012 

Thereafter 

KACo KIA Total 
Lease Note __ Rr :uirements 

$ 6,362 $ 116,304 122,666 
23,000 116,304 139,304 
3 3,502 116,304 149,806 
33,502 116,304 149,806 
34,803 116,304 15 1,107 
35,000 116,304 151,304 

2,082,675 1,628,254 __ 3,710,929 

$ 2,248,844 $ 2,326,078 $ - 4,574,922 - -. 
The note and the lease are secured and by an exclusive pledge of a fxed portion of gross 
revenues of tlie District’s system as now or hereafter constituted, a n t i  additionally secured by 
a statutory lien on the District’s system. 
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LEDBETTER SANITATION DISTK JCT 
NOTES TO THE FINANCIAL STATEMI; XTS 

For the Year Ended December 31,200. 

NOTE E - LEDBETTER WATER DISTRICT - RELATED P i  RTY 
As of December 31,2005, Ledbetter Sanitation District is owned b; the Ledbetter Water 
District. Both districts are governed by the established Water Distrikt Board of 
Commissioners. Separate accounts and funds are kept for each disi1,ict in accordance with 
state law and debt requirements. These financial statements do not , d u d e  the records of the 
Water District. A separate repoi? will be issued for the Water Distr:,ct 

The District shares costs with the Ledbetter Water District. The la: .:st portion of this is the 
payroll costs of the District's employees. The District reimburses t "e  Water District for the 
time employees spend on Sanitation District issues. This includes .., mbursement for salary, 
taxes, retirement benefits and other costs incurred by the Districl. ie accounting is tracked 
using individual employee time sheets. Settlement is made at the C I  'nclusion of each pay 
period. For 2006 the total reimbursements for payroll related costs mid to the Water District 
is $85,422. Without this relationship, employee costs for the Sanito ;.on District would be 
significantly higher as they would be required to hire their own ser : ite staff. 

NOTE F - RISK MANAGEMENT 
The District is exposed to various risks of losses related to torts, the .': of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; 31.1 natural disasters. To 
handle the risk of loss, the District purchases necessary insurance ficm commercial insurance 
carriers. 

NOTE G - CASH DEPOSITS 
The District deposits its cash with financial institutions that are inst jd by the FDIC. As of 
December 3 1, 2005, the district had $285,207 deposited in FDIC ir a d  accounts, deposits in 
excess of FDIC insured limits were $60,236. 

NOTE H - DISCLOSURES REGARDING STATEMENT OF t 4SH FLOW 
Cash and Cash Equivalents 
For purposes of the Statement of Cash Flow, cash and cash equivalc its consist of bank 
deposits and certificates of deposit having original maturity of three months or less. 

NOTE I - BOND COVENANT COMPLIANCE 
The District, as of December 31,2006, did not have the balances ieqbired by their lease and 
note agreements in the Bond Sinking Fund accounts, the Depreciati-11 Reserve account, or the 
Operation and Maintenance account Sufficient cash and cash equii qlents were available to 
meet the districts cunent obligations to the funds, but the cash depc : 1:s were not segregated as 
required by the loan covenants. 
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i 
LEDBETTER SANITATION DISTRICl 

BIJDGET COMPARISON 
Years Ended December 3 1,2006 

I 

Variance 
Favorable 

Budget Actual (Unfavorable) 
OPERATING REVENUES: 

Sewer revenue 
Miscellaneous revenues 

Total operating revenues 

OPERATING EXPENSES: 
Salaries and benefits 
Chemicals 
Utilities 
Maintenance and repairs 
Operating Supplies 
Travel and training 
Depreciation 
Office supplies & expense 
Professional fees and outside services 
Vehicle Expenses 
Insurance 
Meter reading 
Wastewater testing 
Miscellaneous 

Total operating expenses 

OPERATING INCOME 

$ 301,200 I $ 282,170 $ (19,030) 
9,240 5,778 - (3,462) 

3 10,440 287,948 (22,492) 

61,705 81,884 
12,566 9,454 
22,010 , 23,898 
10,03 1 25,591 
17,443 13,846 

110,111 
3,839 8,808 
2,647 6,946 
5,306 8,785 

16,408 3,803 
5,429 5,419 

285 

20,179 

1,888 
15,560 
(3,597) 

(285) 
110,111 

4,969 
4,299 
3,479 

(12,605) 
(10) 

(3,112) 

2,773 1 3,173 400 
4,606 264 (4,342) 

165,048 301,982 136,934 

1 45,3 92 (14,034) (159,426) 

NONOPERATING REVENUES (EXPENSES): 
Interest income 289 943 654 
Interest expense (145,681) (93,975) 5 1,706 

Net nonoperating expenses $ (145,392) (93,032) $ 52,360 

CHANGE IN NET ASSETS 
Net assets, beginning of year 

Net assets, end of year 

(107,066) 
88,833 

* 4 (18,233) 

See accompanying notes to basic financial statements 
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CERTIFIED PUBLIC ACCOUNTANTS 
60 Lakeview Drive, Suite 1 Paducah, KY 421-1,'l 

Phone: (270) 554-9190 * Fax: (270) 554-966 

Report On Compliance And On Internal C.*ntrol 
Over Financial Reporting Based On An Audit Of Finqncial Statements 

Performed In  Accordance With Govenmerit Aitditj trg Standards 

Board of Commissioners 
LEDBETTER, SANITATION DISTRICT 
Ledbetter, Kentucky 

We have audited the financial statements of Ledbetter Water Distr, as of and for the year 
ended December 31,2006, and have issued our report there on date September 9,2008. We 
conducted our audit in accordance with auditing standards general:" accepted in the LJnited 
States of America and the standards applicable to financial audits (: itained in Governrizerzr 
Auditing Stundurds, issued by the Comptroller General of the Unit: _' States. 

COMPLIANCE 
As part of obtaining reasonable assurance about whether Ledbetter 'anitation District's 
financial statements are free of material misstatement, we performe' tests of its compliance 
with certain provisions of laws, regulations, contracts and grants, nz,i.compliance with which 
could have a direct and material effect on the determination of finai:-ial statement amounts. 
However, providing an opinion on compliance with those provision . was not an objective our 
audit and, accordingly, we do not express such an opinion. 

The results of the tests disclosed that at December 31,2006, the Di ict did not have the 
balances required by their debt agreements in the Sinking Fund acc nts, the Depreciation 
Reserve account, or the Operation and Maintenance account. Suffi, :nt cash and cash 
equivalents were available to meet all of the districts current obligL.. :ns to the funds, but the 
cash deposits were not segregated as required by the district's bond -.wenants. 

INTERNAL CONTROL OVER FINANCIAL R E P O R T E  
The management of the District is responsible for establishing and ncdintaining effective 
internal control. In planning and perfonning our audit, we considerr 3 Ledbetter Sanitation 
District's internal control over financial reporting in order to detenmne our auditing 
procedures for the purpose of expressing an opinion on the financial :tatements and not to 
provide assurance on the internal control over financial reporting. Ccr consideration of the 
internal control over financial reporting would not necessarily disci::,..: all matters in the 
inteinal control over financial reporting that might be mateIial weakiesses. 
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Ledbetter Sanitary District 
Report on Compliance 

We noted certain matters involving internal control and its 0peratic.i; that we consider to be 
control deficiencies under standards established by the American Ir: stitute of Certified Public 
Accountants. Control deficiencies involve matters coming to our 1' Lention relating to 
significant deficiencies in the design or operation of internal contro that, in our judgment, 
could adversely affect the Project's ability to record, process, sumv arize, and report financial 
data consistent with management's assertions in the financial stater xnts or to comply with 
applicable laws and regulations. 

D There is a lack of sepatation of duties between employees ti ;It collect receipts, prepare 
disbursements, and reconcile the checking accounts. Intern: 1 controls are considered 
weak when one person handles receipts and disbursements .ecords activity and 
reconciles balances. 

e The District is not in compliance with the covenants requirc;'~ by their debt agreements 
as regards deposits in the Sinking Funds, the Depreciation I? :serve Fund and the 
Operation and Maintenance account. 

A material weakness is a reportable condition in which the design ( . operation of one or more 
of the internal control components does not reduce to a relatively k ' ,v level the risk that errors 
or irregularities in amounts that would be material in relation to the hancial statements being 
audited or that noncompliance with laws and regulations that woulci be material may occur 
and not be detected within a timely period by employees in the nor].; a1 course of performing 
their assigned functions. 

Our consideration of internal control would not necessarily disclose 41 matters of internal 
control that might be control deficiencies and, accordingly, would rL :t necessarily disclose all 
control deficiencies that are also considered to be material wealcnesG p:s as defined above. 
However, we do not believe the control deficiencies described abo\ are material weaknesses. 

This report is intended solely for the information and use of the Lei ztter Water District's 
commissioners and management, the Public Service Commission at. -i the Farmers Home 
Administration and is not intended to be and should not be used b y ,  iiyone other than these 
specified parties. 

Paducah, Kentucky 
September 9,2008 
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CERTIFIED PUBLIC ACCOUNTANTS ~ 

Phone: (270) 554-9190 Fax: (270) 554-96Et' 
60 Lakeview Drive, Suite 1 * Paducah, KY 4 2 h  

SUPPLEMENTAL LETTER OF COMMI[:NTS 

Board of Commissioners 
LEDBETTER SANITARY DISTRICT 
Ledbetter, Kentucky 

We have audited the financial statements of Ledbetter Water Distli i (the District) for the year 
ended December 31,2006, and have issued our report thereon datf , September 9,2008. 

In connection with that audit, we have prepared the following con: ~ Lients, as required by the 
USDA Rural Development, formerly the Farmers Home Administ, ' tion: 

a) We conducted our audit in accordance with audithi; standards generally 
accepted in the United States of America; 

We evaluated the District's system of internal contr;; and have reported on the 
system in a separate letter, included as a part of this ,.,:port on page 18; 

The accounting records were adequate with recorn) ,  idations for improvement 
during 2005 partially implemented during 2006; 

Adequate controls are maintained over physical asst 7; 

Except as reported in Note K to the financial statem , its (regarding the 
maintenance of separate cash accounts as required b their loan covenants), the 
District complied with all loan agreements; 

All differences found during the audit of the account "tg records have been 
adjusted for in the records; 

Kinds and amounts of insurance are as follows: 
a. Property insurance: $2,288,558 per :xcurrence 
b. Liability insurance $2,000,000 ea& occurrence 
c. Worker's compensation: As required by law 
d. Public employee dishonesty: $100,000 

There were two control deficiencies that were noted '91 the year. They weie: 
a. There is a lack of separation of duties between eii,doyees that collect 

receipts, prepare disbursements, and reconcile tht:' checking account. 

b) 

c) 

d) 

e) 

f )  

g) 

h) 
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Ledbetter Sanitation District 
Supplemental Letter of Comments 

I 
b. The District is no1 in compliance with the coven Its required by their debt 

agreements as regards deposits in the Sinking Fia ds and the Depreciation 
Reserve Fund. (As mentioned in e, above). 

1 

9 Accounts receivables arc all current as of Dccembei ’81,2006, $17,921 

Our audit was conducted for the purpose of forming an opinion on file financial statements of 
Ledbetter Sanitation District taken as a whole. The supplemental iqfoimation listed in this 
letter is not considered necessary for a fair presentation of Ledbettei Sanitation District’s 
financial position, results of operations, or cash flows in conformitv.;vith accounting 
principles generally accepted in the United States of America. Thii ‘,nfomiation, however, 
was subjected to the same auditing procedures applied in our audit .i’the financial statements 
and in OUT opinion, is fairly stated in all material respects in rclatior to the financial 
statements taken as a whole. 

Paducah, Kentucky 
September 9,2008 
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